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Ottawa 


Dear Mr. Corbeil: 


In accordance with the provisions of the Financial Administration Act, I submit 
herewith the Annual Report of VIA Rail Canada Inc. for the year ending 
December 31, 1992. 
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The Year at a glance 


1992 1991 
Key Financial Indicators (000's) 
Total operating revenue $ 155,780 $ 150,151 
Operating expenses $ 531,640 $ 541,029 
Capital expenditures $ 44,711 $ 40,103 
. Total government funding (including capital) $ 388,911 $ 392,803 
Key Operating Statistics 
Revenue/Cash operating expenses ratio (%) 32.0 31.4 
Total passengers carried (000's) 3,623 3,633 
Total passenger miles (000's) 834,425 820,182 
Government operating funding 
per passenger mile (cents)* 41.2 43.0 
Train miles operated (000's) : 6,483 6,247 
Car miles operated (000’s) 35,993 35,890 
Average passenger load factor (%) 276 57.0 
Average number of passenger miles 
per train mile 122 131 
On-time performance (%) 90 90 
Average number of employees 4,494 4,477 


* Includes network restructuring 


1992 — À year of continuing 
success for VIA 


1992 was another successful year for VIA. Total revenues of $155.8 
million were 4 per cent more than in 1991. Ridership was maintained at 
virtually the same level as 1991. It is noteworthy that in a weak travel market, 
VIA's performance was certainly better than other public modes of transport. 
VIA's dedication to providing a quality product offering good value for 
money is, perhaps, the main factor contributing to this success. 


Although revenue increased from last year and ridership was 
maintained, both were lower than expected. This was largely due to the 
weak travel market and the withdrawal for several weeks in the spring of 
the LRC fleet in the Corridor for axle replacement. The operation of older 
blue-and-yellow cars and some GO Transit equipment in Southwestern 
Ontario during this period enabled VIA to maintain Corridor service, but 
revenue loss due to the disruption was some $6.5 million. All axles on all 
108 LRC cars were replaced and by June the cars were back in operation 


and the safety of the fleet guaranteed. 


Marc LeFrancois 


In 1992, VIAS total operating expenses decreased by $9.4 million to CR an of the Board 


$531.6 million, or 2 per cent, compared to 1991 despite the unplanned 
expenditure of some $6.5 million for the LRC fleet axle replacement and the 
introduction of 30 additional trains in the Corridor. 


Total funding from the federal government in 1992 was $388.9 
million, a decrease of $3.9 million from 1991. Operating funding and 
network restructuring recovery amounted to $344.2 million in 1992 — 
$8.5 million less than in 1991 while capital expenditures totalled $44.7 
million in 1992 compared to $40.1 million the previous year. 


Facing the future 


In 1992, the report of the Royal Commission on National 
Passenger Transportation was issued and. VIA welcomed its 
recommendations on passenger rail. Its call for an end to subsidies for 
passenger rail over a 10-year period was qualified in that it should be 


preceded by capital investment, more operating freedom for VIA and the Ronald E. Lawless 
continuation of subsidies for non-economic routes the government wants President and Chief 
maintained, so long as the cost is justified to Canadian taxpayers. The report mpecouve Officer 


also called for a clear legislative mandate for VIA and confirmed that passenger 
service should, generally, be provided by VIA. VIA is preparing a 15-year 
directional plan which will provide the government with viable options for 
passenger rail in the longer term and which will take into account the 
recommendations of the Royal Commission. 
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Market-based pricing: an essential tool 


In December, Voyageur Colonial asked the National Transportation 
Agency (NTA) to review VIA's off-peak fares and the NTA has announced that a 
public hearing will be held to investigate Voyageur's claims. The bus company 
claims that VIA is dumping seats on the market, that VIA's off-peak pricing has 
_ increased operating subsidies from the government and that VIA is jeopardizing 
| the commercial viability of bus service through unfair competition. The facts are 
that since 1990, when market-based pricing was introduced, VIA has 
consistently operated with public funding declining annually and at less than 
originally established by the government. This has been possible, in part, 
~ because VIA has been allowed to operate as a business in making responsible 
use of the same tools available to other public transportation modes — namely 
market-based pricing and yield management through the careful application of 
- discounts. The pricing practices criticized by Voyageur are designed to maximize 
| revenue by charging the highest possible fares during peak travel periods when 
demand exceeds supply and by offering incentives on a limited number of seats 


#3 _ to encourage travel during less popular periods. This pricing structure has 


helped VIA to increase revenues by 9.1 per cent since 1990 and improve its 

revenue to cash operating expenses ratio by 10.7 per cent. At the same time, 

studies indicate that where VIA no longer operates or has reduced services, the 
_ bus industry has not increased its ridership. 


| Contributing to the success of VIA 


Credit for much of VIA's success over the past years must go to 
employees across the system who have made every effort to improve the 
product we offer to passengers. A special word of appreciation goes to 

Lawrence Hanigan, who retired i in February 1993 as Chairman of the Board, 
and to James Roche, who resigned in January 1993 as Executive Vice-President 
and Chief Operating Officer along with Roy Arnold, who retired in October 1992 
as Vice-President, Customer Services. These individuals supported VIA through 
the difficult network reductions and provided leadership in efforts to make VIA a 
better passenger rail network. The success VIA now enjoys is a credit to them 
and we wish to thank them on behalf of the members of the Board of Directors 
and the employees of VIA Rail across the country. 


Mb flans HA CanrEor 


Marc Nan Ronald E. Lawless 
Chairman of the Board President and Chief Executive Officer 


The Year in Review 


The weak travel market and problems with the LRC axles early in the 
year meant that VIA ended the year somewhat below the targets set in 1991,. 
however, ridership was maintained and revenue increased. Increased fares, 
additional frequencies and significant product improvements accounted 
for the growth in revenue. VIA introduced a total of 30 additional trains in 
the Corridor in 1992. Infrastructure improvements allowed VIA to reduce 
travel time between Montreal-Toronto and Montreal-Quebec. Among the 
product improvements were more personalized and better quality food- 
and-beverage service in the Corridor, a first-class Silver & Blue service on 
the “Canadian” and refurbished stainless-steel cars on the eastern long- 
distance trains. On-time performance was high — 90 per cent system 
wide for the second year in a row. 


The reaction from passengers to these improvements has been | 
positive, with surveys showing that VIA met or exceeded the expectations 7 
of over 94 per cent of passengers system-wide. 


smaller fleet and better 
Management has also continued its emphasis on making VIA a maintenance of 
equipment at less cost have 
generated significant 
savings for VIA. 


better place to work. Training for employees increased, focus groups 
involved employees in decision-making, and employees received more 
recognition. The second employee opinion survey showed steady 
improvement in all eight areas measured, compared with the previous year. 


Total operating costs declined 


These improvements were accomplished with lower operating 
costs — $531.6 million in 1992 compared to $541 in 1991. Operations 
and maintenance costs were $283.3 million, an increase of only $1.5 
million or less than 1 per cent compared to 1991. If not for significant fuel 
savings and the introduction of various productivity initiatives to reduce 
maintenance labour, improve shop-floor productivity and reduce 
operating costs associated with the maintenance facilities and better 


controls on materials, operations and maintenance costs would have 
been much higher. 


Customer and support services increased by 7 per cent to $164 
million. The increase was due, in part, to investments in products and A's investments in 
services, including the new Silver & Blue class service on the “Canadian”, products and services, 
which brought higher product and labour costs. The increase in sales feet & Blue class 


ed hi a on the “Canadian”, helped 
carried higher revenue-driven expenses such as commissions to travel to increase revenue in 


agents and credit-card expenses. Also, marketing initiatives to make VIA’s 1992. 
products more accessible to the trade contributed to cost increases. General and 
administrative expenses decreased by $5 million to $39.1 million in 1992. 


Capital expenditures 


VIA capital expenditures were $44.7 million in 1992, of which 
approximately 45 per cent was spent on the multi-year program to refurbish 
and convert to head-end power 181 stainless-steel cars for VIA's long-distance 
services. At the end of 1992, 130 cars had been completed. Work also began 
on a second project to modernize and convert to head-end power a total of 46 
stainless-steel coaches to replace the blue-and-yellow, steam-heated cars still 
operating in the Corridor. 


Station upgrading projects accounted for $11 million, or 25 per cent of 
the capital expenditures. The major projects were the renovation and upgrading 
of Vancouver's Pacific Central Station as a multimodal facility and the installation 
of escalators at Toronto's Union Station. Improved access at Montreal Central 
Station and upgrading of a number of other stations accounted for the 
remainder. 


Other capital expenditures included infrastructure improvements to 
reduce travel times in the Corridor, as well as various information-systems 
development and upgrading projects to support productivity initiatives. 


_ Improving the Quality of VIA's Products 


More trains and faster trips in the Corridor 


With the addition of 22 trains in the Ottawa-Montreal-Toronto triangle in 
January and another eight trains between Montreal and Quebec City in the fall, 
VIA now operates 355 trains every week in the Corridor. In January, the trip 
time for the Montreal-Toronto express train was reduced to 4 hours and 10 
minutes. In October, this was further reduced to 3 hours and 59 minutes and 
some 20 minutes were eliminated from the schedules of Montreal-Quebec 
trains, making the fastest trip time 2 hours and 42 minutes. 


The last of the 25 LRC VIA-1 cars which were refurbished at the 
Montreal Maintenance Centre was completed in February and work began on 
the refurbishment of 75 LRC coaches. Thirty-seven were completed during the 
year and the remainder will be finished in 1993. 


service was instrumental in VIA’s selection. 


On-time performance (OTP) was a problem on the “Canadian” in 1992. 
A number of freight derailments, washouts and signal problems, heavy freight 
traffic, along with some servicing delays caused OTP to be below target. 
_ Servicing-related delays within VIA's control have been addressed and VIA is 
working closely with Canadian National to find solutions to the other disruptions. 


| eae surveys show | 
that 96 per cent of 

Silver & Blue passengers 
said we met or exceeded © 
their expectations. — 


~ Also in the West, steam -heated equipment on the “Skeena” was 
replaced with refurbished stainless-steel cars, the first set being put into service 
é in January, followed by the eee set in February and the final set in May. 


| Refurbished equipment introduced in the East 


rte Sh A the first set of refurbished electrically-heated equipment was 
pt introduced: on the “Chaleur”. The second set followed in September. The 
refurbished equipment was put into service on the “Atlantic” and the “Ocean” in 
October. As of January 1993, these services now operate completely with 
refurbished equipment and passenger reaction is very positive. 


Employee focus groups worked on defining the new product to be 
introduced on the Montreal-Halifax trains in June 1993. Testing of at-seat 
service for coach passengers was carried out as part of the product 
development. ‘ 


Productivity Improvements Help. 
Keep Costs Down eee 
Cost-effectiveness remained essential in 1992 AS re from the 


government continued to decline. Both the system-wide availability and 
reliability of cars (at 86 per cent and 186,000 miles between defects 


respectively) exceeded targets for the year while the refurbished stainless- steel + 


equipment is operating even better, which reduces maintenance, fuel and 
finehaul costs. The smaller fleet and better maintenance of equipment at less 
cost, in some cases by doing more work in-house, have saved significant 
amounts of money. Examples are the rebuilding of 59 locomotives. at the 
Toronto Maintenance Centre and the stripping at the Halifax Maintenance 
Centre of the first 33 stainless-steel cars which will be converted to head-end 
power as part of the project to replace steam -heated cars still operating in 
Southwestern Ontario. A new automated crew-tracking system for 
Transportation employees will generate savings of $400,000 annually. Staff 
branches have made significant productivity gains as well. For example, 
initiatives taken by Information Services since 1990 will reduce costs by 

$2.2 million annually. 


The average number of employees at VIA : in 1992 incensed slightly ig 
4,494 from 4,477 in 1991, reflecting the increase in frequencies and = 
improvements in service to passengers. H 


Fostering Further Change in 
the Corporate Culture 


Employee involvement in the design of new products fie proven to scat 


positive and has resulted in better service. Training plays an equally important : 
part in ensuring that VIA delivers a quality product, and virtually all first-line 
employees took some kind of training during the year. More than 400 

Customer Services employees involved in delivering the new Silver & Blue e 
service undertook training that varied from two days to three weeks, depending 
on their position. Some 500 managers attended day-long sessions on + 
responsiveness. À training program for 350 train conductors : was completed 
early in the year, and towards the end Of 1992, training for both train engineers 
and Equipment Maintenance supervisors was launched and will continue into 
next year. VIAS self-teaching language program is working w well 


Employees received recognition for their years of service fot the ant 
time in 1992 and Operation Excellence, the program to recognize outstanding 
effort by employees, saw over 2,000 employees getting citations in 1992. 


Il VIA's long-distance 

services now operate 
with refurbished stainless- 
steel equipment, converted _ 
to head-end power. de 


Labour relations 


_ Atthe end of the year, VIA had negotiated all 14 collective agreements 
with its eight unions. All agreements are in effect until December 31, 1993. Also 
in 1992, the Canadian Labour Relations Board approved VIA's application to 
consolidate its shopcraft unions representing maintenance employees. The 
approximately 1,000 employees affected by this decision will now vote on 
… which union will represent them in future rounds of collective bargaining. 


‘The Challenge Ahead 

Se ee stated that its mission is to serve travellers in Canada by 
providing a safe, efficient intercity and tourist passenger rail service responsive 

_ to market needs. In pursuing this mission, VIA applies corporate strategies to 
achieve the following long-term goals: to offer passengers safe train travel, with 
high standards of operating performance; to provide a competitive level of 
service to every customer in a cost-effective manner; to acquire the powers and 
resources necessary to operate as a successful business; and to continue to 
reduce dependency on government operating funding. 


Tt is clear that VIA has made significant progress since the network was 
restructured in 1990 and has gained the confidence of a growing number of 
passengers, increased the involvement of employees in decision making and, 
consequently, satisfaction with work, while continuing to reduce demands for 
funding from the federal government. But significant challenges lie ahead in the 
coming years. Strong competition among the public modes and the slow 
recovery of the economy will make it difficult to achieve significant gains in 
ridership and revenues. We face, as well, further decreases in government 
funding. Important decisions remain to be made, such as on the future of the 
remote services and, indeed, on the long-term future of passenger rail in 


Canada. 


Our focus at VIA will continue to be on improving customer service, 
increasing revenue by attracting more travellers and reducing costs through 
improved productivity. VIA employees are proud of their accomplishments and 
are ready to meet the challenges in the future. a sue 


LE 


Ronald E. Lawless 
President and Chief Executive Officer 


O n-time performance 
across the system was 
90 per cent for the second 


_ year in a row. 
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VIA Rail Canada Inc. 


Management Report 
Year ended December 31, 1992 


The management of the corporation is responsible for the preparation and integrity of the 
financial statements contained in the Annual Report. These statements have been prepared in 
accordance with generally accepted accounting principles and necessarily include some amounts 
that are based on management's best estimates and judgement. Financial information used 
elsewhere in the annual report is consistent with that in the financial statements. Management 
considers that the statements present fairly the financial position of the corporation, the results of its 
operations and the changes in its financial position. 


To fulfill its responsibility, the corporation maintains systems of internal accounting controls, 
policies and procedures to ensure the reliability of financial information and to safeguard assets. The 
internal control systems and financial records are subject to reviews by internal auditors, the Auditor 
General of Canada and Raymond, Chabot, Martin, Paré during the audit of the financial statements. 


The Audit Committee of the Board of Directors, consisting solely of outside Directors, meets 
periodically with the internal and external auditors and with management, to review the scope of the 
audit and to assess reports on audit work performed. The financial statements have been reviewed 
and approved by the Board of Directors on the recommendation of the Audit Committee. 


R. E. Lawless J. R. Paqdette 
President and Vice-President, Planning and 
Chief Executive Officer . Finance, and Treasurer 


Montreal, Canada 
February 10, 1993 


Auditors Report 


To the Minister of Transport 


We have audited the balance sheet of VIA Rail Canada Inc. as at December 31, 1992 and the 
statements of operations, reconciliation to operating funding from the Government of Canada, deficit, 
contributed surplus and changes in financial position for the year then ended. These financial 
statements are the responsibility of the corporation’s management. Our responsibility is to express 
an opinion on these financial statements based on our audit. 


We conducted our audit in accordance with generally accepted auditing standards. Those 
standards require that we plan and perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. An audit also includes 
assessing the accounting principles used and significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In our opinion, these financial statements present fairly, in all material respects, the financial 
position of the corporation as at December 31, 1992 and the results of its operations and the 
changes in its financial position for the year then ended in accordance with generally accepted | 
accounting principles. As required by the Financial Administration Act, we report that, in our 
opinion, these principles have been applied on a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the corporation that have come to our notice 
during our audit of the financial statements have, in all significant respects, been in accordance with 
Part X of the Financial Administration Act and regulations, the Canada Business Corporations Act 
and the articles and by-laws of the corporation. 


Seyrrdb heb btfeashe fas die 


/ Raymond, Chabot, Martin, Paré L. Denis Desautels, FCA 
Chartered Accountants . Auditor General of Canada 
(for the year ended December 31, 1992) (for the years ended December 31, 1992 and 1991) 
Montreal, Canada Ottawa, Canada 
February 10, 1993 February 10, 1993 
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VIA Rail Canada Inc. 


Financial Statements 
As at December 31 


Balance sheet 


(in thousands) 


Notes 1992 1991 
Current assets 
Cash and term deposits $ 6,723 $ 4,499 
Accounts receivable 6,078 12,624 
Receivable from the Government of Canada 113,947 149,286 
Materials 22,906 30,479 
149,654 196,888 
Long-term assets 
Cash appropriated for asset renewal 3 6,432 3,153 
Investment, at cost 4 2,001 2,001 
Properties =) 708,349 712,201 
716,782 717355 
$ 866,436 $ 914,243 
Current liabilities | 
Accounts payable and accrued liabilities . $ 119,170 $ 171,440 
Deferred revenue 4,374 13,002 
123,544 175,002 
Long-term liabilities 
Network restructuring 6 Dijote 64,761 
Deferred investment tax credits 8,701 9,530 
66,273 74,291 
Shareholder’s equity 
Share capital 7 9,300 9,300 
Contributed surplus 744,946 746,311 
Deficit (77,627) (90,661) 
676,619 664,950 
$ 866,436 $914,243 


See accompanying notes to financial statements. 


Signed on behalf of the Board, 


Mau AE flames 


Director and Chairman of the Audit Committee Director and Chairman of the Board 


inal 
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VIA Rail Canada Inc. 
Financial Statements 


Year ended December 31 


Statement of operations 


(in thousands) 


1992 1991 
Revenue 
Passenger $ 148,189 $ 144,371 
Other 7,591 5,780 
155,780 150,151 
Expense 
Operations and maintenance 283,253 281,720 
Customer and support services 164,036 152,679 
General and administrative 39,104 44,144 
Network restructuring adjustment ae 17,461 
Amortization 45,247 45,025 
531,640 541,029 
Excess of expense over revenue before income taxes 
and funding from the Government of Canada 375,860 390,878 
Income taxes 1,382 404 
377,242 391,282 
Funding from the Government of Canada: 
Operating 331,307 328,004 
Network restructuring recovery 12,893 24,696 
Excess of expense over revenue $ 33,042 $ 38,582 
Statement of reconciliation to operating funding from 
the Government of Canada 
(in thousands) 
1992 1991 
Excess of expense over revenue $ (33,042) $ (38,582) 
Items not requiring (providing) current operating funds: 
Amortization and losses on properties 46,076 46,103 
Network restructuring recovery (12,893) (24,696) 
Network restructuring adjustment — 17,461 
33,183 38,868 


RP RE Re EE re VU DORE LUE En pere ee) aie Abad Abou DM EU se ce Ce IS 


Operating funding surplus for the year 


See accompanying notes to financial statements. 
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VIA Rail Canada Inc. 
Financial Statements 


Year ended December 31 


Statement of deficit 


(in thousands) 


1992 1991 
Balance at beginning of the year $ 90,661 $ 98,217 
Excess of expense over revenue 33,042 38,582 
Transfer from contributed surplus: 

Non-cash transactions on properties (1990: $ 41,465) (46,076) (46,138) 
Balance at end of the year D 17,027 $ 90,661 
Statement of contributed surplus 
(in thousands) 

1992 1991 
Balance at beginning of the year $ 746,311 $ 752,346 
Capital funding from the Government of Canada 44,711 40,103 
Transfer to deficit: 

Non-cash transactions on properties (1990: $ 41,465) (46,076) (46,138) 
Balance at end of the year $ 744,946 $ 746,311. 


mance ALENC ONE VE ——"—————————— 
See accompanying notes to financial statements. 
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VIA Rail Canada Inc. 
Financial Statements 


Year ended December 31 


Statement of changes in financial position 


(in thousands) 


i 2. a 


1992 1991 
Cash provided by (used in) operating activities ; 
Excess of expense over revenue $ (33,042) $ (38,582) 
Non-cash charges (credits) to operations: 
Amortization of properties 46,076 46,138 
Amortization of investment tax credits (829) (1,113) 
Changes in working capital items: 
Accounts receivable 6,546 (7,284) 
Receivable from the Government of Canada 26,050 18,800 
Materials 7,973 10,128 
Accounts payable and accrued liabilities (40,860) (30,166) 
Deferred revenue 812 80 
Long-term liabilities: 
Network restructuring (7,189) 4,378 
5,137 2,379 
Cash provided by (used in) financing activities 
Capital funding from the Government of Canada 44,711 40,103 
Changes in amount receivable from the Government of Canada 9,289 (10,603) 
54,000 29,500 
Cash provided by (used in) investment activities 
Cash appropriated for asset renewal (3,279) (719) 
Properties (44,711) (40,103) 
Proceeds from sale of surplus properties 2,487 268 
Changes in accounts payable and accrued liabilities (11,410) 7,123 
é | (56,913) (32,831). 
Cash and term deposits 
Increase (decrease) during the year 2,224 (952) 
Balance at beginning of the year 4,499 5,451 
Balance at end of the year : $7) 6,723 $ 4,499 
Represented by: 
Cash (outstanding cheques) $: 92,679 $ (1,085) 
Term deposits 4,044 5,584 
500729 $ 4,499 


a —————————— 


See accompanying notes to financial statements. 
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VIA Rail Canada Inc. 


Notes to Financial Statements 
Year ended December 31, 1992 


1. Authority and objectives 


VIA Rail Canada Inc. is a Crown corporation named in Part I of Schedule III to the Financial 
Administration Act. It was incorporated in 1977 under the Canada Business Corporations Act. The 
corporation’s mission is to manage and provide safe, efficient, effective and economic rail passenger 
services in Canada to meet the needs of the travelling public. It uses the roadway infrastructure of other 
railway companies which also assure the control of train operations. 


The corporation is not an agent of Her Majesty. It is subject to the Income Tax Act (Canada) and those of 
certain provinces. 


2. Accounting policies 


These financial statements have been prepared by management in accordance with generally accepted 
accounting principles. The significant accounting policies followed by the corporation are summarized as 
follows: 


a) Funding from the Government of Canada 


Operating funding, which pertains to services, activities and other undertakings of the corporation for 
the management and operation of railway passenger services in Canada, is recorded in the statement 
of operations. The amounts are determined on the basis of operating costs less commercial revenues 
excluding non-cash transactions relating to properties and network restructuring, and are based on 
operating budgets approved by the Government of Canada for each year. Operating results are 
reconciled to operating funding in the statement of reconciliation to operating funding from the 
Government of Canada. 


Funding to cover the costs of the network restructuring is recorded as a recovery in the statement of 
operations in the year in which the disbursements are made. 


Funding received as financing for capital expenditures is recorded as contributed surplus. 


b) Charges under train service agreements 


Effective January 15, 1990, the corporation entered into train service agreements and other 
agreements with Canadian Pacific Limited for the use of tracks and train personnel, control of train 
operations and rolling stock maintenance. It also entered into a train service and other agreements 
with Canadian National Railway effective January 1, 1989, to cover services provided by the latter. 
Charges under these agreements are not subject to adjustment by the National Transportation Agency. 


Prior to these agreements, the corporation had an operating agreement with each of Canadian Pacific 
Limited and Canadian National Railway. The terms of these agreements are still in effect with respect 
to certain station facilities and ancillary services not yet covered by specific successor agreements. 
Charges under these operating agreements are subject to adjustment by the National Transportation 
Agency following a determination of the actual costs incurred each year, using railway costing 
methodology approved by the National Transportation Agency. Charges for the years 1989, 1990, 
1991 and 1992 have not yet been finalized. 


Charges under these agreements are recorded on an incurred basis. 
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VIA Rail Canada Inc. 


Notes to Financial Statements 
Year ended December 31, 1992 
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c) 


d) 


e) 


8) 


h) 


Materials 


Materials are valued at weighted average cost. 


Properties 


Properties acquired from other railway companies at the start of operations in 1978 were recorded at 
the net transfer values. Subsequent additions, including those acquired under capital leases, are 
recorded at cost. 


The costs of refurbishing and rebuilding rolling stock and costs associated with other property 
upgrading are capitalized if they are incurred to improve the service values or extend the useful lives 
of the properties concerned; otherwise, they are expensed as incurred. 


Amortization of properties 


Amortization of properties is calculated on a straight-line basis at rates sufficient to write off the cost of 
properties, less their residual value, over their estimated useful lives. The estimated useful lives for 
significant classes of properties are as follows: 


Rolling stock 12 to 30 years 
Maintenance buildings 25 years 
Stations and Facilities 20 years 
Infrastructure improvements 5 to 38 years 
Leasehold improvements 5 to 20 years 
Machinery and Equipment 4 to 15 years 
Office furniture and Equipment 3 to 10 years 
Information systems and Other 3 years 


No amortization is provided for projects in progress or retired rolling stock. 


Leases 


Properties recorded under capital leases are amortized on a straight-line basis over the terms of the 
leases, which are representative of their useful lives. 


Rental payments under operating leases are expensed as incurred. 
Income taxes 


Funding from the Government of Canada provided to the corporation to cover operating costs is 
determined on the basis of current needs. For this reason, income taxes are accounted for on the taxes 
payable basis as there is reasonable expectation that all taxes payable in future years will be included 
in the approved formula for reimbursement and will be recoverable at that time. 


Deferred investment tax credits 


Investment tax credits are deferred and amortized over the estimated useful lives of the related 


properties. The amortization of deferred investment tax credits is recorded as a reduction of the 
amortization of properties. 


VIA Rail Canada Inc. 


Notes to Financial Statements 
Year ended December 31, 1992 


i) Pension plans 


The corporation has several defined benefit pension plans, based on retirement age, compensation 
and length of service, covering all its permanent employees. 


The cost to the corporation is determined by actuarial valuations which allocate to each year, the 
accrued portion of the benefits based on projections of employees’ compensation levels to the time of 
their retirement, prorated on employees’ years of service. 


Pension expense (Note 9) includes the cost of benefits attributable to services rendered during the 
current year, the amortization of any unfunded liability in respect of past services and the amortization 
of experience gains and losses. These amortizations are calculated over the expected average 
remaining service lives of the active employee groups. 


j) Employee termination and special benefits 


The cost of employee termination and special benefits provided for under labour agreements and 
special programmes is expensed in the year in which they are granted. 


3. Cash appropriated for asset renewal 


The corporation has been authorized by the Treasury Board to segregate proceeds from the sale of surplus 
assets in a manner which ensures that these funds are retained for future capital projects. The corporation 
is planning to invest these funds in support of the corridor equipment renewal proposal. 


4. Investment 


The corporation owns 4% of the common shares of Railroad Association Insurance, Ltd. (R.A.I.L.) for the 
purpose of maintaining a reinsurance facility. The book value of the shares, according to the financial 
statements of R.A.I.L. as at November 30, 1992, was $ 7.2 million (1991: $ 5.6 million). 


5. Properties 


(in millions) 1992 1991 
Accumulated Accumulated 

Cost Amortization Net Cost Amortization Net 
Land $ 2.9 $ — $2.94 S$: 28 $ — $ Cet 
Rolling stock 523.6 203.0 320.6 500.1 182.5 317.6 
Maintenance buildings 215.5 59.0 156.5 215:1 50.9 164.2 
Stations and Facilities 21,3 5.0 16.3 192 4.0 15.2 
Infrastructure improvements 87.0 16.1 70.9 78.6 13.9 64.7 
Leasehold improvements 76.1 32:0 43.3 75.0 28.5 46.5 
Machinery and Equipment Zt 14.5 13.0 22.8 129 10.3 
Office furniture and Equipment 33.9 27.4 6.5 28.7 24.3 4.4 
Information systems and Other 54.7 50.7 4.0 53.0 49.4 4.2 
$ 1,042.5 $ 408.5 $ 634.0 $995.9 $ 366.0 $ 629.9 
Projects in progress 69.9 76.5 
Retired rolling stock 4.4 5.8 
$ 708.3 $ 712.2 


At December 31, 1992, the gross value of assets under capital leases included above was $ 5.8 million 
(1991: $ 5.8 million) and related accumulated amortization thereon amounted to $ 3.3 million (1991: 


$ 3.1 million). 


Projects in progress primarily consist of equipment renewal and station projects. 
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Network restructuring 


On October 4, 1989, the corporation approved a plan for the restructuring of its transportation network 
whereby its operations were significantly reduced effective January 15, 1990. Employee terminations and 
reassignments took place mainly in 1990 with certain initiatives to take place in future years. 


The network restructuring expense estimated in 1989 at $ 237.3 million was revised to $ 239.9 million in 
1991 and 1992. 


The major cost categories of network restructuring are: 


a) severance payments and employment security benefits governed by labour agreements and special 
programmes which may extend over several years; 


b) surplus properties that have been written down to their estimated salvage value and are being 
disposed of; and . 


c) lease cancellation penalties, inventory provisions and other costs. 


Share capital 

The authorized share capital of the corporation is comprised of an unlimited number of common shares of 
no par value. As at December 31, 1992 and 1991, 93,000 shares at $ 100 per share are issued and fully 
paid. 

Commitments 


a) The future minimum rental payments relating to operating leases mainly for real estate, computer 
equipment and services are as follows: 


(in millions) 


1993 5 12.6 
1994 13 
1995 10.0 
1996 9.9 
1997 9,9 
Subsequent years up to 2034 2193 

$ 271.0 


b) There are no obligations under capital leases as lease payments applicable to the initial terms were 
paid in lump sums at the inception of the leases. 


c) As at December 31, 1992, the corporation has outstanding commitments amounting to $ 27.2 million 
(1991: $ 79.8 million), mainly in respect of upgrading rolling stock and equipment. 


VIA Rail Canada Inc. 


Notes to Financial Statements 
Year ended December 31, 1992 


9: 


10. 


11. 


Pension plans 


The latest actuarial valuations of the pension plans were carried out as at December 31, 1990 by external 
actuaries who are members of the Canadian Institute of Actuaries. Based on these valuations and actuarial 
projections made for 1991 and 1992, the accumulated plan benefits as at December 31, 1992 are 
$ 759 million, which include $ 38 million of unfunded benefits. The net assets available to provide for 
these benefits at related market values as at that date amount to $ 721 million. 


Using the method identified in the pension plans accounting policy (Note 2 i), the pension expense for 
1992 was $ 16.9 million (1991: $ 15.7 million) and includes amortization of past service costs and 
experience gains and losses. These amounts are being amortized on a straight-line basis over a period of 
15 years. 


Related party transactions 
The corporation received the following funding from the Government of Canada: 
(in millions) 1992 1991 
Operating $ 3313 _ $ 328.0 
Network restructuring recovery 129 24.7 
344.2 352;7 
Capital 44.7 40.1 
$ 388.9 _$ 392.8 


SE  — —— — 


In the normal course of business, transactions with other Crown corporations amounted to: 


(in millions) 1992 1991 
Revenue $ 62 $ 6.0 
Operating expense $ 74.0 $ 72.6 
Capital expenditures $ 13.6 $ 14.5 
Balance payable at the end of the year _ $28.2 $ 44.2 


Balance payable at the end ofthe year  —"—————————— 


In addition to these related party transactions and those disclosed elsewhere in the financial statements, 
the corporation is related in terms of common ownership to all Government of Canada created 
departments and agencies. The corporation enters into transactions with these entities in the normal 


course of business. 


Contingencies 


In the ordinary course of business, various claims and lawsuits have been brought against the corporation. 
It is the opinion of management that the settlement of these actions will not result in any material 
liabilities to the corporation beyond any amounts already provided. 
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VIA Rail Canada Inc. 
Corporate Directory 


As at December 31, 1992 


Board of Directors 


Gary T. Brazzell, Q.C., Winnipeg, Manitoba 
Andrew E Coffey, Thunder Bay, Ontario 
Stan Hagen, Courtenay, British Columbia 
* Lawrence Hanigan, Chairman of the Board, Montreal, Quebec 
Dr. Hugh Horner, Barrhead, Alberta 
Ronald E. Lawless, President and Chief Executive Officer, Montreal, Quebec 
** Marc LeFrancois, LAnge-Gardien, Quebec 
John D. McElwain, Q.C., Toronto, Ontario 
Doug Shippee, St. John, New Brunswick 
Hugh K. Smith, Q.C., Halifax, Nova Scotia 
Helen M. Swan, Saskatoon, Saskatchewan 


Senior Executives 


* Lawrence Hanigan, Chairman of the Board. 
Ronald E. Lawless, President and Chief Executive Officer 
James Roche, Executive Vice-President and Chief Operating Officer 
Réjean Béchamp, Vice-President, Equipment Maintenance 
Laurene Bennett, General Manager, Public Affairs 


Jean-Roch Boivin, Senior Vice-President, Human Resources 
and Administration 


Paul Coté, Vice-President, Customer Services 

Robert J. Guiney, Vice-President and Chief of Transportation 

Carole Mackaay, Corporate Secretary 

J. Roger Paquette, Vice-President, Planning and Finance, and Treasurer 
Jean D. Patenaude, General Counsel 

Christena Keon Sirsly, Vice-President, Marketing 


Committees of the Board 


Executive Committee 
* Lawrence Hanigan, Chairman 
Ronald E. Lawless 
Gary T. Brazzell, Q.C. 
Dr. Hugh Horner 


Human and Financial Resources Committee 
Dr. Hugh Horner, Chairman 
Stan Hagen 
** Marc LeFrancois 
John D. McElwain, Q.C. 


Audit Committee 
Gary T. Brazzell, Q.C., Chairman 
Andrew F. Coffey 
Doug Shippee 
Hugh K. Smith, Q.C. 
Helen M. Swan 


* retired February 5, 1993 
** appointed Chairman of the Board February 6, 1993 
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VIA Office Locations 


Headquarters and VIA 
Quebec 


2 Place Ville Marie 
Montreal, Quebec 
H3B 2C9 


Phone: (514) 871-6000 


Postal address: 

P.O. Box 8116, Station A 
Montreal, Quebec 

HSC 3N3 


VIA Atlantic 


1161 Hollis Street 
Halifax, Nova Scotia 
B3H 2P6 


Phone: (902) 422-8700 


VIA Ontario 


55 York Street 
Suite 1300 
Toronto, Ontario 
M5] 1R7 


Phone: (416) 868-7211 


VIA West 


104-123 Main Street 
Winnipeg, Manitoba 
R3C 2P8 


| Phone: (204) 949-7400 


1150 Station Street 
Vancouver, B.C. 
V6A 2X7 


Phone: (604) 640-3700 
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VIA Rail Canada Inc. 


VIA Rail Canada Inc. is Canada's national passenger rail company, dedicated to providing safe and 
efficient intercity and transcontinental rail services. In 1993, with approximately 4,360 employees, we 
operated 435 trains weekly on 14,000 kilometres of track, serving more than 400 communities across the 
country. We carried nearly 3.6 million passengers and earned more than $164 million in total operating 
revenues. 


A federal Crown corporation, VIA is accountable to Parliament through the Minister of Transport. In 
all operations, we are committed to three basic values: 


e Quality — a commitment to superior service to our customers, achieved through quality work 
by every VIA employee; 


e Productivity — a commitment to Canadian taxpayers to provide an efficient and effective 
passenger rail service; 


e Responsiveness — a commitment to involve all employees in decision-making, and to provide 
the support needed to do the job and develop their full potential. 


VIA Rail is a major contributor to the Canadian economy. Economic impact studies, based on 
Statistics Canada and The Conference Board of Canada econometric models, estimate that more than 
23,000 full-time jobs depend on VIA‘s operations and related off-train passenger spending, and that 
VIA-generated activity contributes approximately $1.8 billion annually to Canada's gross domestic product. 


Graphic design: 
VIA Rail Canada Inc. 
Graphics Services 


The Honourable Douglas Young, P.C., M.P. 
Minister of Transport 
Ottawa 


Dear Minister: 


In accordance with the Financial Administration 
Act, | am pleased to submit VIA Rail Canada 
Inc.'s annual report for the year ending 
December 31, 1993. 


It reports VIA Rail’s continuing success in 
reducing progressively its dependence on 
government funding, while continuing to 
provide a safe, reliable, customer-oriented 
service to the travelling public. This 
commitment remains as a fundamental priority 
for the corporation in the future. 


Marc LeFrancois 
Chairman of the Board 
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The year at a glance 


The key financial indicators and operating statistics summarize the performance of VIA. Data for years prior to 
1990 is not comparable due to the network restructuring that took place at the beginning of 1990. Certain com- 
parative figures for the years 1990 to 1992 have been reclassified to conform with the presentation adopted in 


1993: 


ee OOOO eee 


Key financial indicators (000’s) 


Total operating revenue 
Operating expenses 
Capital expenditures 


Total government funding 


Key operating statistics 


Revenue/cash operating expenses ratio (%) 
Total passengers carried (000's) 
Total passengers miles (000's) 
Government operating funding 
per passenger mile (cents) 
Train miles operated (000's) 
Car miles operated (000's) 
Average passenger load factor (%) 
Average number of passenger miles 
per train mile 
On-time performance (%) 


Average number of employees 


1993 


$164,171 
$547,999 
$11,779 


$348,079 


6229) 
3,570 


819,607 


41.0 
65115 
35,861 


58.8 


126 
90 


4,368 


1992 


$155,780 
$533,022 
$44,711 


$388,911 


SHS) 
3,601 


817,271 


4,494 


$150,151 
$541,433 
$40,103 


$392,803 


30.3 
3,633 


820,182 


43.0 
6,247 
35,890 


579 


131 
90 


4,477 


$142,762 
$526,386 
$31,483 


$441,483 


29.4 
3/536 


784,813 


4.663 


Executive message 


Solid performance in 1993 lays 
foundation for future gains 


The year 1993 was a year of transition for 
VIA Rail — a year for consolidating the performance 
gains achieved since 1990, and laying the founda- 
tions for continuous improvements in the years 
ahead. 


It was a year of transition in leadership, with 
the appointment of a new Chairman of the Board 
and a new President and CEO. At the same time, it 
was an election year. There were significant 
changes for our shareholder, the federal govern- 
ment, with a succession of three Prime Ministers 
and a major reorganization of federal departments. 


It was a year of transition — and uncertainty 
— in the marketplace. The Canadian travel market, 
declining for some time, continued to be stagnant. 
Competition between all passenger carriers intensi- 
fied, while VIA‘s ability to compete on equal terms 
with other carriers was put into question. Bus oper- 
ator Voyageur Colonial's contention that our off-peak 
pricing policy was prejudicial to the public interest 
led to a year-long inquiry by the National Transporta- 
tion Agency — and a year of doubt about our free- 
dom to price passenger rail according to market 
demand. 


In November, the NTA decided in VIA'S 
favour. That decision not only confirmed VIA‘s ability 
to compete in the marketplace, but, in our view, vin- 
dicated VIA as a responsibly-managed transportation 
company. | 


Marc LeFrançois, Chairman of the Board (seated) and 
Terry W. lvany, President and Chief Executive Officer. 


The NTA decision made particular reference 
to VIA'S sound performance since the 1990 network 
restructuring. It noted that we have consistently 
increased our revenue per passenger mile. We have 
improved our cost recovery ratio. And we have 
reduced our need for public funding. 


In fact, compared to 1990 we are carrying 
more passengers, earning more revenue, and run- 
ning more trains, at less cost to the taxpayer — 
despite a shrinking travel market, a fiercely competi- 
tive environment, and a severe recession. And we 
are proud that, despite the uncertainties we faced in 
1993, we not only maintained that high level of per- 
formance noted by the NTA but achieved further 
improvements in a number of areas. 


While 1993 ridership remained basically 
level with 1992, we increased revenues, and low- 
ered the government operating funding required per 
passenger mile for the fourth year running. We kept 


-Our on-time performance at 90 per cent, better than 


any airline in Canada and better than Amtrak in the 
U.S.A. And we met or exceeded the expectations of 
96 per cent of our passengers nationally. 


But we were not content simply to hold our 
own. Many of our initiatives during the year looked 
beyond 1993, and set sights on the future. We have 
worked hard to lay the foundations for continuously 
improving VIA’s performance in the years ahead. 


For example, we conducted the first major 
review of VIAS operations and organizational struc- 
ture since the current network was put in place in 
1990. As a result of that review, we undertook a sig- 
nificant management reorganization in 1993. We not 
only streamlined the corporation, but provided a bet- 
ter, more integrated way to coordinate customer 
service and train operations by merging our 
Customer Services and Transportation branches. 
The new structure regroups line branches according 
to our three products - Eastern, Corridor and 
Western services - allowing us to respond more 
quickly to market conditions and customer needs. 
By consolidating staff functions such as training, 
purchasing, real estate, labour relations and financial 
services, we have eliminated unnecessary duplica- 
tion and increased productivity. While the $13.6 mil- 
lion cost of this reorganization raised our total oper- 
ating expenses for 1993, we will gain an estimated 
$14 million in savings annually. 


Our 12-week-long employee suggestion ini- 
tiative “Ideas In Motion” challenged employees to 
work together to suggest ways to generate addi- 
tional revenues and cut costs, without diminishing 
the quality of our service. They responded with 
more than 1500 ideas — and we are implementing 
suggestions that will improve VIA’s bottom line by 
some $20 million over the next four years. 


Equally important, “Ideas In Motion” 
demonstrated the value of increased teamwork and 
innovation throughout the company. Our employees 
took part because they wanted a greater involve- 
ment in the corporation, and they wanted to partici- 
pate in shaping VIA‘s future. In doing so, they 
helped to take VIA one step closer to becoming 
what author Peter Senge has called the “learning 
organization” — where everyone is committed to 
continuously learning, continuously searching for 
better ways to do business and serve the customer. 


VIA's future depends on moving further 
ahead as a learning organization. This means that 
our people must be well trained, and our training 
must be constantly reviewed to ensure that it 
reflects customer needs. We must continuously 
improve our products and services. We must re- 
think our business practices and our labour agree- 
ments to work out new ways to meet the realities 
of today and tomorrow. 


We must look not only at ways to get 
immediate performance results, but at ways to sus- 
tain constant performance improvements into the 
future. 


A significant indication of the corporation's 
desire for continuous improvement is the recent 
decision to implement Performance Enhancement 
throughout the company. 


Based on the laws of human behaviour, 
Performance Enhancement is a process through 
which supervisors and their staff identify the key 


Passenger surveys show a high degree of satisfaction 
with VIA services: 96 per cent of passengers system- 
wide said we met or exceeded their expectations 


actions required to be successful. Then, through 
measurement and the provision of constant feed- 
back and reinforcement, individuals know consis- 
tently where they stand with respect to their perfor- 
mance and are encouraged to celebrate their 
SUCCESSES. 


It is management's firm belief that this 
process will be invaluable, if not critical, to VIA'S 
meeting the numerous challenges, both internally 
and externally, which confront us in the years to 
come. 


Many of the initiatives discussed in this 
report have that focus on the future. We must find 
ways to lower costs even more, as we face a fur- 
ther reduction in funding of some $100 million annu- 
ally by fiscal 1996-97. We have to assess the impact 
on VIA of a potential merger in Eastern Canada of 
the two major freight railways, and the proposed 
rationalization of their rail lines which we use for our 
trains. We have to address the need to invest in our 
own infrastructure and equipment. 


It will become increasingly difficult to deal 
with these challenges, without the ability to under- 
take a long-term, strategic approach to business 
planning. In a special examination of VIA’s manage- 
ment practices during 1993, the Auditor General 
noted. that our performance is severely inhibited by 
the lack of a clear national vision of the role of 


AE bane 


Marc LeFrancois 
Chairman of the Board / 


passenger rail in Canada, and the lack of clear direc- 
tion in the form of a legislative or formal mandate 
from the government. 


VIA has been concerned about the need for 
a clear mandate, in the context of a coherent nation- 
al passenger transportation policy, for many years. It 
is becoming more and more urgent to address that 
need. In the coming year we hope to work with the 
government to develop a coherent business plan for 
VIA that goes beyond the limited planning cycles we 
have been restricted to in the past. 


One of the strategic issues that must be 
addressed is the possible development of a high- 
speed rail system in Canada. VIA is following closely 
the work of the joint federal-Ouebec-Ontario task 
force on high-speed rail, and has shared the results 
of our past research on the subject with the task 
force. We are both ready and willing to operate 
high-speed rail, if the government decides to pro- 
ceed with such a system. 


Clearly, many of the uncertainties that 
marked 1993 as a transition year remain to be 
resolved. But there can be no doubt about VIA’s fun- 
damental commitment: to provide the best possible 
passenger rail service for Canada, at the lowest pos- 
sible cost. And as we enter 1994, there can be no 
doubt about VIA's ability to meet that commitment. 


Terry W. lvany 
President and Chief 
Executive Officer 


The year in review 


Revenue up, ridership stable, despite 
continued slow economy 


In all markets, the slow economy affected 
not only VIA Rail but every company involved in the 
travel and tourism industry. Some tour operators 
and hotels reported booking cancellations as high as 
60 per cent; in terms of passenger volumes, travel 
agency sales for domestic travel were down signifi- 
cantly across the country. 


Despite the slow market, and stiff competi- 
tion from airline fare wars, VIA managed to maintain 
ridership levels. Passenger revenues rose by over 
seven per cent, due largely to increases in fares 
warranted by significant product improvements. 


VIA'S revenue/cost ratio has improved each 
year since the 1990 network restructuring. In 1993 
the revenue/cost ratio was 32.9 per cent, a 3.1 per 
cent improvement over 1992. 


VIA has introduced an improved yield man- 
agement function to maximize revenues through 
the most efficient use of capacity. Through yield 


Newly refurbished stainless-steel equipment replaced 
steam-heated cars between Montreal and Halifax early in 
the year; and in June, service was substantially improved 
with the introduction of Easterly class. 


management, VIA increases the number of discount 
seats when and where passenger traffic is weak, 
while reducing discount seats where demand is 
strong. 


While VIA is still in the early stages of yield 
management, the approach is paying off. During 
1993, it enabled VIA to increase revenue by over 
$300,000 in the Quebec City-Windsor corridor 
alone. It is expected that revenue improvements 
will grow to about $750,000 annually by the end of 
ios 


Operating expenses increased by $15 mil- 
lion in 1993 with some $13.6 million of the increas- 
ed expenses due to restructuring charges and sev- 
erance payments arising from the management 
reorganization. 


The remaining increase is accounted for by 
various offsetting expense categories including 
write-offs on the retirement of outdated rolling 
stock that has been replaced by refurbished stain- 
less-steel cars. 


Continued product improvements 
combined with better service delivery 


Eastern services 


On VIA‘s eastern long-distance services 
between Montreal and Halifax, both ridership and 
revenue fell slightly, compared with 1992, due main- 
ly to the depressed travel market, combined with 
some of the lowest airfares in recent memory. The 
Eastern services carried close to 256,000 passen- 
gers, and earned some $17 million in revenues. 
With the complete replacement of all steam-heated 
equipment with refurbished stainless-steel cars in 
January, on-time performance was up from 86 per 
cent in 1992 to 89 per cent in 1993. 


While traffic in general was down on the 
Eastern services, sleeping car ridership and revenue 
was up, thanks in great measure to 
the introduction of VIA’s new 
|| Easterly class service on the 
| “Atlantic” and “Ocean” trains in 
| EASTERLY | June 1993. Easterly class represents 
a substantial service improvement, 
combining refurbished stainless- 
steel cars with a high level of personal service, 
including affordable, family-style dining. 


Sleeping car passengers can now enjoy a 
unique “bed and breakfast” experience on rails. 
Coach travel has also been upgraded. 


Other improvements in the East included 
the construction of a new Station in Saint John, 
New Brunswick, which began in October, and was 
completed in time for Christmas. 


VIA conducts regular customer Surveys to 
measure customer satisfaction and identify areas 
for improvement. On the Eastern services in 1993, 
97 per cent of those surveyed said that their overall 
trip experience met or exceeded their expectations; 
95 per cent said that our service met or exceeded 
their expectations of value for money; and 94 per 
cent said they would definitely or probably recom- 
mend VIA to their friends. 


Corridor services carried over three million passengers 
during the year. Between Montreal and Quebec City, 
improvements made to services in 1992 led to ridership 
gains of 19 per cent in 1993 while revenue grew by 35 
per cent. 


Corridor services 


VIA services in the Quebec City-Windsor 
corridor continue to attract the highest ridership and 
generate the highest revenues. In total, the Corridor 
services carried over three million passengers in 
1993, and earned some $110 million in revenues. 


In the Montreal-Ottawa-Toronto triangle, 
revenues increased over 1992, however ridership 
was down slightly, due mainly to aggressive air 
competition early in the year that affected traffic 
between Montreal and Toronto. Between Montreal 
and Quebec City — where frequencies were added, 
trip times were reduced, and station facilities 
improved the previous year — revenue rose dramat- 
ically by 35 per cent and ridership was up 19 per 
cent. 


Ridership in Southwestern Ontario, which 
has been hit hard by the poor economy, was down 
but here, too, revenues increased. 


VIA-1 first-class service per- 
formed extremely well 
throughout the Corridor. 
Ridership increased by 17 per 
cent, and revenues rose 22 
per cent over 1992. In 
response to customer feed- 
| back, the product was impro- 
ved with the expansion of seat 
selection in July to virtually all VIA-1 first-class ser- 
vices in the Corridor. 


On-time performance in the Corridor 
remained steady at 90 per cent. Of the customers 
surveyed in 1993, 96 per cent said that their overall 
trip experience met or exceeded their expectations; 
91 per cent said that our service met or exceeded 
their expectations of value for money; and 92 per 
cent said they would definitely or probably recom- 
mend VIA to their friends. 


Western services 


On the western transcontinental the 
“Canadian”, where the introduction of Silver & Blue 
class greatly enhanced service in 1992, revenues 
rose by more than nine per cent to almost $27 mil- 
lion, and ridership increased by two per cent to 
slightly over 152,000. 


On-time performance for 
the Western transcontinental was 
73 per cent, up eight per cent from 
1992. Of the customers surveyed 
in 1993, 93 per cent said that their 
Mn overall trip experience met or 

== 4 exceeded their expectations; 92 
per cent said that our service met 
or exceeded their expectations of 
value for money; and 90 per cent said they would 
definitely or probably recommend VIA to their 
friends. 


SILVER 
DLE 


Plans to convert the “Skeena” to daylight 
operation have been put on hold, pending a review 
of all aspects of VIA’s operations. Originally the con- 
version was to take effect by April 1994, but intro- 
duction of daylight service will now not proceed 
before April 1995, at the earliest. 


In 1993, VIA tested a special weekend 
schedule on its Vancouver Island Victoria-Courtenay 
service over limited periods in both winter and sum- 
mer. The winter trial was an unqualified success and 
the weekend schedule was introduced as a regular 
feature of the 1993-94 fall/winter season, enabling 
VIA to work with local tour operators to promote 
Island ski packages. 


VIA, along with CN and Greyhound, 
received the 1993 Award of Excellence from the 
B.C. and Yukon Regional Committee for National 
Transportation Week for the collaborative develop- 
ment of Pacific Central Station in Vancouver. Of the 
$10-million renovation, $4.6 million was funded by 
VIA. 


VIA's Silver & Blue class service on the “Canadian” 
continues to attract tourists from Canada and from 
countries around the world. 


The newly-developed Pacific Central Station, which 
opened in May, is the first major multi-modal station 
in Western Canada. The station is now home to VIA 
trains, provincial bus lines and Greyhound buses. As 
a result, passengers are better served, and VIA has 
attracted more tenants and concessions to the 
station. 


A major upgrade of Winnipeg's Union 
Station was completed in June, with the opening of 
the Union Station Market. The market includes a 
series of boutiques which, along with station reno- 
vations, significantly enhance the attractiveness and 
comfort of the facility for travellers, as well as gen- 
erating some $375,000 additional revenue annually 
for VIA. 


Service recovery initiative 


VIA has launched a new service recovery 
initiative, to ensure that customer concerns can be 
addressed quickly. Through service recovery, the 
employee who first encounters a customer experi- 
encing a problem with VIA‘s service can provide that 
customer with the help required on the spot. 


Employees can even offer compensation by 
waiving or reducing charges, if warranted. The judg- 
ment of the front-line employee is what counts. The 
goal is to complete the service and satisfy the cus- 
tomer. Incidents are tracked in a new Service recov- 
ery information system, accessible to all front-line 
management. Using this system, developed by 
VIA‘s Information Services, a work group that dis- 
covers a problem can alert other work groups who 
may be affected, so that problems can be resolved 
across the network before they become trends. In 
addition, data from unsolicited customer feedback is 
incorporated into the system. 


Improved accessibility 


Considerable effort throughout 1993 was 
devoted to bring VIA online with both the Apollo by 
Gemini and Sabre computer reservation systems, 
which when implemented in the first quarter of 
1994, will give travel agencies the ability to book 


VIA seats with the same ease that they book airline 
travel. This requires adapting VIA'S pricing, reserva- 
tions, and accounting structures to match those 
used by the airlines, which in turn involves a mas- 
sive overhaul of VIA’s own Reservia system. 


Once hooked up, VIA will become the first 
passenger rail service in the world - in fact, the first 
ground carrier of any kind - to be accessible to 
agents just like scheduled air carriers. Fifteen of 
VIA‘’s key destinations in the Quebec City-Windsor 
corridor will be the first to go on line, with transcon- 
tinental services following later in the year. 


Fleet renewal 


By December 1993, 173 of VIA‘s stainless- 
steel long-distance cars had passed through the 
$200-million head-end conversion program. The 
remaining eight cars will be completed in 1994. The 
project involves converting the 40-year-old 


During a 12-week-long "Ideas In Motion" program, VIA employees submitted more than 1500 ideas aimed at improving the 


company's bottom line. 


Programs to renew VIA's fleet continued in 1993: work 
began on 33 stainless-steel coaches that will replace the 
last remaining blue and yellow steam-heated cars 
currently being used in Southwestern Ontario. The 
refurbished cars will gradually enter service between the 
spring of 1995 and the end of 1996. 


steam-heated cars to head-end electric power, in 
addition to a complete interior refurbishment. The 
refurbished cars retain the elegance of their original 
design, but are substantially improved in terms of 
passenger comfort and safety. 


Under a similar program, an additional 33 
stainless-steel cars are being refurbished to replace 
the remaining steam-heated blue and yellow cars 
used in Southwestern Ontario with electrically-heat- 
ed cars. The interiors of these cars will have a simi- 
lar design to our LRC fleet. The funds needed for 
replacing the non-LRC fleet — $58 million — will be 
generated entirely through productivity gains and 
cost savings within VIA. The first consist of cars Is 
expected to be in service by the spring of 1995, 
with all 33 cars completed in 1996. 


Also in December, VIA'S Montreal 
Maintenance Centre completed the final coach in 
the $16.9-million LRC refurbishment program. 
Through this program, which began in 1991, a total 
of 25 VIA-1 cars and 75 coaches had their interiors 
completely refurbished. 


The program that began in 1992 to overhaul 
VIA's fleet of 59 GPA-30 locomotives continued with 
four locomotives completed in 1993, bringing the 
total of rebuilt units to seven. The work is being car- 
ried out at the Toronto Maintenance Centre and rep- 
resents substantial savings compared to the cost of 
purchasing new locomotives. 


VIA is also working on a project to convert a 
number of its LRC engines into medium-speed 
units, capable of speeds up to 200 km/h (125 mph). 
Combined with infrastructure improvements — and 
the necessary regulatory approval — the locomo- 
tives could eventually reduce the Montreal-Toronto 
trip time from 3 hours 59 minutes to as low as 
3 hours 15 minutes. 


VIA plans to have two prototype locomo- 
tives in operation by the end of 1995. 


Productivity improvements 


Reorganizing for efficiency 


Following an extensive review of VIA’s man- 
agement structure earlier in the year, VIA imple- 
mented a major reorganization that began in June 
and was completed by November 1993. The reorga- 
nization provides a structure that eliminates unnec- 
essary levels of authority and approval, focuses on 
delivering the best possible product to our cus- 
tomers, and reduces duplication and waste through 
the consolidation of a number of functions. The new 
structure affected all branches, and will result in the 
elimination of some 250 positions by the end of 
1994. 


The most significant organizational change 
took place with the merger of the Customer 
Services and Transportation branches, bringing all 
activities that directly affect the customer from 
reservation, station and on-board services to the 
operation of the trains, into a single integrated 
branch. The new structure, which is product-based, 
reflects a commitment to teamwork, with greater 
accountability delegated to each product group. 


Corporate restructuring has given VIA‘s 
Marketing branch the opportunity to shift focus, and 
achieve greater accountability in its activities. In 
addition to organizational streamlining, the branch 
has moved from a regional to a product-based struc- 
ture, decentralizing advertising and promotion activi- 
ties from headquarters to each product group. 
Advertising budgets are allocated to each group, 
allowing for more direct accountability. 


The Equipment Maintenance branch has 
also been restructured to streamline operations, and 
improve accountability. For example, the position of 
chief mechanical officer was combined with that of 
vice-president, thereby eliminating one reporting 
level. VIA’s maintenance centres now report directly 
to the Equipment Maintenance vice-president. 


Duplication of activities has also been elimi- 
nated through the centralization of staff functions 
such as financial services, purchasing, training, 
labour relations and materials management. 


Labour relations 


VIA‘s collective agreements with its unions 
expired at the end of December, 1993. Negotiations 
on new collective agreements began in the fall of 
1993. VIA is seeking to achieve productivity gains 
through changes in work rules and benefits, as well 
as reductions in the size of operating crews. 


VIA is optimistic that a suitable agreement 
with all unions can be reached. Management and 
employees at all levels have learned to work togeth- 
er on common objectives, realizing that, in the end, 
everyone wants the same thing — a viable, sustain- 
able passenger rail service. 


VIA Rail Canada Inc. 


Management Report 


Year ended December 31, 1993 


The management of the Corporation is responsible for the preparation and integrity of the 
financial statements contained in the Annual Report. These statements have been prepared in 
accordance with generally accepted accounting principles and necessarily include some amounts 
that are based on management's best estimates and judgement. Financial information used 
elsewhere in the Annual Report is consistent with that in the financial statements. Management 
considers that the statements present fairly the financial position of the Corporation, the results 
of its operations and the changes in its financial position. 


… To fulfill its responsibility, the Corporation maintains systems of internal accounting 
controls, policies and procedures to ensure the reliability of financial information and to safeguard 
assets. The internal control systems and financial records are subject to reviews by internal 
auditors, the Auditor General of Canada and Raymond, Chabot, Martin, Paré, general partnership 
during the audit of the financial statements. 


The Audit Committee of the Board of Directors, consisting solely of outside Directors, 
meets periodically with the internal and external auditors and with management, to review the 
scope of the audit and to assess reports on audit work performed. The financial statements have 
been reviewed and approved by the Board of Directors on the recommendation of the Audit 
Committee. 


étape 


T.W. lvany J. R. Paquette 
President and Vice-President, Planning and 
Chief Executive Officer Finance, and Treasurer 


Montreal, Canada 
February 11, 1994 


Auditors’ Report 


To the Minister of Transport 


We have audited the balance sheet of VIA Rail Canada Inc. as at December 31, 1993 and 
the statements of operations, reconciliation to operating funding from the Government of Canada, 
contributed surplus, deficit and changes in financial position for the year then ended. These 
financial statements are the responsibility of the Corporation’s management. Our responsibility is 
to express an opinion on these financial statements based on our audit. 


We conducted our audit in accordance with generally accepted auditing standards. Those 
standards require that we plan and perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also 
includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. 


In our opinion, these financial statements present fairly, in all material respects, the 
financial position of the Corporation as at December 31, 1993 and the results of its operations and 
the changes in its financial position for the year then ended in accordance with generally accepted 
accounting principles. As required by the Financial Administration Act, we report that, in our 
opinion, these principles have been applied on a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation that have come to our notice 
during our audit of the financial statements have, in all significant respects, been in accordance 
with Part X of the Financial Administration Act and regulations, the Canada Business Corporations 
Act and the articles and by-laws of the Corporation. 


| a Lia Ae ae oe 
Raymond, Chabot, Martin, Paré L. Denis Desautels, FCA 


General partnership ‘Auditor General of Canada 
Chartered Accountants 
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Montreal, Canada Ottawa, Canada 
February 11, 1994 February 11, 1994 


VIA Rail Canada Inc. 


Financial Statements 


As at December 31 


Balance sheet 


(in thousands) 


Notes 1993 1992 
Current assets 
Cash and term deposits $12,017 DEMO 
Accounts receivable 9,008 6,078 
Receivable from the Government of Canada 13226 113,947 
Materials 20,209 22,906 
114,460 149,654 
Long-term assets 
Cash appropriated for asset renewal Ô 9,500 6,432 
Investment, at cost 4 2,001 2,001 
Advance on contract à 16,485 - 
Properties 6 670,059 708,349 
698,045 716,782 
$ 812,505 $ 866,436 
Current liabilities 
Accounts payable and accrued liabilities $ 102,32) $ 119,170 
Deferred revenue 6,500 4374 
108,171 123,544 
Long-term liabilities 
Network restructuring and reorganization charges “8 55,161 Oy Ore 
Deferred credits 8,303 8,/01 
63,464 66,273 
Shareholder’s equity 
Share capital 9 :9:300 9,300 
Contributed surplus 707,426 744,946 
Deficit (75,856) (77,627) 
_640,870 676,619 
$ 812,505 $ 866,436 


See accompanying notes to financial statements. 


Signed on behalf of the Board, 


my Hob ines 


G.T. Brazzell, Q.C. M. LeFrançois 
Director and Chairman of the Audit Committee Director and Chairman of the Board 


VIA Rail Canada Inc. 


Financial Statements 


Year ended December 31 


Statement of operations 


(in thousands) 


Note 1993 1992 
Revenue 
Passenger $ 154,240 $ 143,461 
Other 9,931 12,319 
164,171 155,790 
Expense 
Customer services and transportation 234,314 230,936 
Equipment maintenance 127,027 132,586 
Marketing and sales 26,253 28,465 
Real estate and procurement 49,161 O10 
General and support services 47,575 37,954 
Amortization 45,396 45,246 
Reorganization charges 8 13,560 — 
Income taxes 713 1,007 
547,999 033022 
Excess of expense over revenue before operating 
funding from the Government of Canada 383,828 371,242 
Funding from the Government of Canada: 
Operating 328570 So Ok 
. Network restructuring recovery 12,780 12,893 
Excess of expense over revenue $ 47528 $33,042 


Statement of reconciliation to operating ping from 
the Government of Canada 


(in thousands) 


1993 1992 
Excess of expense over revenue (47,528) D (95,042) 
Items not requiring (providing) current operating funds: — 
Amortization and losses on properties . 49,299 46,076 
Network restructuring recovery (12) 730) (12,893) 
Reorganization charges 10,985 x 


47,554 Stas 
Operating funding surplus for the year $ 26 $ 141 
See accompanying notes to financial statements. 


VIA Rail Canada Inc. 


Financial Statements 


Year ended December 31 


Statement of contributed surplus 


(in thousands) 


DE ss ssssssssusussssunntusssnsnsssssnessees 
1993 1992 
eee NYS 
Balance at beginning of the year $ 744,946 $ 746,311 
Capital funding from the Government of Canada 11,779 44,711 


Transfer to deficit: 


Non-cash transactions on properties (1991: $ 46,138) (49,299) (46,076) 
Balance at end of the year $ 707,426 $ 744,946 


Statement of deficit 


(in thousands) 


A SSS SS SS TE 


1993 1992 
Balance at beginning of the year Si 027 $ 90,661 
Excess of expense over revenue 47,528 33,042 


Transfer from contributed surplus: 


Non-cash transactions on properties (1991: $ 46,138) (49,299) (46,076) 
Balance at end of the year $175,856 $ 77,627 


See accompanying notes to financial statements. 


VIA Rail Canada Inc. 


Financial Statements 


Year ended December 31 


Statement of changes in financial position 


(in thousands) 


1993 1992 
Cash provided by (used in) operating activities 
Excess of expense over revenue $ (47,528) $ (33,042) 
Non-cash charges (credits) to operations: 
Amortization of properties 45,527 44,568 
Losses on write-off, retirement and disposal of properties Sore 1,508 
Amortization of investment tax credits (903) (829) 
Changes in working capital items: 
Accounts receivable (2,930) 6,546 
Receivable from the Government of Canada 13,500 26,050 
Materials 2,697 1,019 
Accounts payable and accrued liabilities 1,025 (40,860) 
Deferred revenue 976 o12 
Long-term liabilities: 
Network restructuring and reorganization charges (2,411) (7199) 
Deferred credits 505 — 
14,830 5437 
Cash provided by (used in) financing activities 
Capital funding from the Government of Canada 114,710 AAA 
Receivable from the Government of Canada 27,221 9,239 
39,000 54,000 
Cash provided by (used in) investment activities 
Cash appropriated for asset renewal (3,068) (3,279) 
Properties (14,779) (44,711) 
Advance on contract (16,485) = 
Proceeds from sale of surplus properties 770 2,487 
Accounts payable and accrued liabilities (17,974) (11,4140) 
(48,536) (56/913) 
Cash and term deposits 
Increase during the year 5,294 2,124 
Balance at beginning of the year 61728 4,499 
Balance at end of the year S12017 $ 6,728 
Represented by: 
Cash SZ reo $ 2679 
Term deposits 9,291 4,044 
17017 D 06,725 


See accompanying notes to financial statements. 


VIA Rail Canada Inc. 


Notes to Financial Statements 


Year ended December 31, 1993 


1. Authority and objectives 


VIA Rail Canada Inc. is a Crown corporation named in Part | of Schedule III to the Financial 
Administration Act. It was incorporated in 1977 under the Canada Business Corporations Act. The 
Corporation's mission is to manage and provide safe, efficient, effective and economic rail passenger 
services in Canada to meet the needs of the travelling public. It uses the roadway infrastructure of 
other railway companies which also assure the control of train operations. 


The Corporation is not an agent of Her Majesty and is Subject to the Income Tax Act (Canada) and 
those of certain provinces. 


2. Accounting policies 


These financial statements have been prepared by management in accordance with generally accepted 
accounting principles. The significant accounting policies followed by the Corporation are summarized 
as follows: 


a) Funding from the Government of Canada 


Operating funding, which pertains to services, activities and other undertakings of the Corporation 
for the management and operation of railway passenger services in Canada, is recorded in the 
Statement of operations. The amounts are determined on the basis of operating costs less 
commercial revenues excluding non-cash transactions relating to properties, network restructuring 
and reorganization charges, and are based on the operating budget approved by the Government of 
Canada for each year. Operating results are reconciled to operating funding in the statement of 
reconciliation to operating funding from the Government of Canada. 


Funding to cover the costs of the network restructuring is recorded as a recovery in the statement 
of operations in the year in which the disbursements are made. 


Funding received as financing for capital expenditures is recorded as contributed surplus. 
b) Charges under train service agreements 


Effective January 15, 1990, the Corporation entered into a train service agreement and other 
agreements with Canadian Pacific Limited for the use of tracks and train personnel, control of train 
operations and rolling stock maintenance. It also entered into a train service and other agreements 
with Canadian National Railway effective January 1, 1989, to cover services provided by the latter. 
Charges under these agreements are not subject to adjustment by the National Transportation 
Agency. 


Prior to these agreements, the Corporation had an operating agreement with each of Canadian 
Pacific Limited and Canadian National Railway. The terms of these agreements are still in effect 
with respect to certain station facilities and ancillary services not yet covered by specific successor 
agreements. Charges under these operating agreements are subject to adjustment by the National 
Transportation Agency following a determination of the actual costs incurred each year, using 
railway costing methodology approved by the National Transportation Agency. Charges for the 
years 1989 to 1993 inclusive, have not been finalized. 


Charges under these agreements are recorded as incurred. 
c) Materials 


Materials are valued at weighted average cost. 


VIA Rail Canada Inc. 


Notes to Financial Statements 


Year ended December 31, 1993 


d) 


f) 


Properties 


Properties acquired from Canadian National Railway and Canadian Pacific Limited at the start of 
operations in 1978 were recorded at the net transfer values while subsequent additions, including 
those acquired under capital leases, are recorded at cost. 


The costs of refurbishing and rebuilding rolling stock and costs associated with other property 
upgrading are capitalized if they are incurred to improve the service values or extend the useful 
lives of the properties concerned; otherwise, costs are expensed as incurred. 


Amortization of properties 


Amortization of properties is calculated on a straight-line basis at rates sufficient to write off the 
cost of properties, less their residual value, over their estimated useful lives, as follows: 


Rolling stock 12 to 30 years 
Maintenance buildings 25 years 
Stations and Facilities. 20 years 
Infrastructure improvements 5 to 38 years 
Leasehold improvements 5 to 20 years 
Machinery and Equipment 4 to 15 years 
Information systems 3 years 
Other Assets 7 to 10 years 


No amortization is provided for projects in progress or retired rolling stock. 
Leases 


Properties recorded under capital leases are amortized on a straight-line basis over the terms of the 
leases, which are representative of their useful lives. 


Rental payments under operating leases are expensed as incurred. 
Income taxes 


Funding from the Government of Canada provided to the Corporation to cover operating costs is 
determined on the basis of current needs. For this reason, income taxes are accounted for on the 
taxes payable basis as there is reasonable expectation that all taxes payable in future years will be 
included in the government approved formula for reimbursement and will be recoverable at that 
time. 


Deferred credits 


Investment tax credits are amortized over the estimated useful lives of the related properties. The 
amortization of deferred investment tax credits is recorded as a reduction of the amortization of 
properties. Lease inducement credits are amortized over the term of the leases. 


Pension plans 


The Corporation has several defined benefit pension plans, based on retirement age, compensation 
and length of service, covering all its permanent employees. 


The cost to the Corporation is determined by actuarial valuations which allocate to each year, the 
accrued portion of the benefits based on projections of employees’ compensation levels to the 
time of their retirement, prorated on employees’ years of service. 


Pension expense (Note 11) includes the cost of benefits attributable to services rendered during 
the current year, the amortization of any unfunded liability in respect of past services and the 
amortization of experience gains and losses. These amortizations are calculated on a straight-line basis over 
15 years which represents the expected average remaining service lives of the active employee groups. 


VIA Rail Canada Inc. 


Notes to Financial Statements 


Year ended December 31, 1993 


j) Employee termination and special benefits 


Employee termination and special benefits provided for under labour agreements and special 
programmes are expensed in the year in which these costs are incurred. 


3. Cash appropriated for asset renewal 


The Corporation has been authorized by the Treasury Board of the Government of Canada to segregate 
proceeds from the sale of surplus assets in a manner which ensures that these funds are retained for 
future capital projects. The Corporation is planning to invest these funds in Support of the corridor 
equipment renewal proposal. 


4. Investment 


The Corporation owns 4% of the common shares of Railroad Association Insurance, Ltd. (R.A.I.L.) for 
the purpose of maintaining a reinsurance facility. The book value of the shares, according to the 
financial statements of R.A.I.L. as at November 30, 1993, was $8.1million (1992: $7.2 million). 


5. Advances on contracts 


The advances on contracts relate mainly to the modernization of stainless steel coaches by Canadian 
National Railway. The advance to Canadian National Railway will be incurred at the rate of 3.03% over 
the next 4 years upon delivery and acceptance of each of the 33 cars. 


6. Properties 


(in millions) 1993 1992 
Accumulated Accumulated 

Cost : Amortization Net Cost Amortization Net 
Land >, 45 $ + S45 9 456 $ - $4.5 
Rolling stock 537.0 204.5 392,0 D20 203.0 320.6 
Maintenance buildings 2165 67.1 149:2 21a) 59,0 156,5 
Stations and Facilities 26.3 6.0 20:3 19:7 5.0 14.7 
Infrastructure improvements 87.6 18.4 69.2 87.0 16.1 70.9 
Leasehold improvements Toy B13 41.4 76.1 CHA 43.3 
Machinery and Equipment 27,9 16.3 116 27:06 14.5 ene 
Information systems 68.0 629 ae) 66.7 59.0 7:7 
Other assets 222 19.8 2.4 259 194 2.8 
$1,068.5 $431.9 $636.6 $1,042.5 $408.5 $634.0 
Projects in progress 297 69.9 
Retired rolling stock (at salvage value) . Dhs 4.4 
$670.1 $708.3 


At December 31, 1993, the gross value of assets under capital leases included above was $6.1 million 
(1992: $5.8 million) and related accumulated amortization thereon amounted to $3.6 million (1992: $3.3 


million). 


Projects in progress primarily consist of rolling stock renewal and station improvement projects. 


VIA Rail Canada Inc. 


Notes to Financial Statements 


Year ended December 31, 1993 


7. Network restructuring 


On October 4, 1989, the Corporation approved a plan for the restructuring of its transportation network 
whereby its operations were significantly reduced effective January 15, 1990. Employee terminations 
and reassignments took place mainly in 1990 with certain initiatives to take place in future years. 


At December 31, 1993, a provision of $61.0 million (1992: $73.7 million) including $9.1 million of short- 
term liabilities (1992: $16.1 million), has been recorded to provide for the on-going costs of 
restructuring. 


The major cost categories of network restructuring are: 


(a) severance payments and employment security benefits governed by labour agreements and 
special programmes which may extend over several years; 


(b) surplus properties that have been written down to their estimated salvage value and are being 
disposed of; and 


(c) lease cancellation penalties, materials devaluation and other costs. 


8. Reorganization charges 


During 1993, the Corporation incurred reorganization charges of $13.6 million, including long-term 
liabilities of $3.3 million, consisting of mainly separation payments related to a major cost-reduction 
effort. The Corporation reorganized along its three product groups to maintain quality service to the 
travelling public which also provided for greater coordination of service delivery by combining the 
Customer Services and Transportation functions as well as the centralization of support functions to 
increase efficiency. 


9. Share capital 


The authorized share capital of the Corporation is comprised of an unlimited number of common shares 
of no par value. As at December 31, 1993 and 1992, 93,000 shares at $100 per share are issued and 
fully paid. 


10. Commitments 


a) The future minimum rental payments relating to operating leases mainly for real estate, computer 
equipment and services are as follows: 


(in millions) ; 

1994 $ 121 
1995 8.1 
1996 714 
1997 TA 
1998 1 NN re 
Subsequent years up to 2034 245.5 


$ 287.9 


b) As at December 31, 1998, the Corporation has outstanding commitments amounting to $51.7 
million (1992: $27.2 million), mainly in respect of upgrading rolling stock and equipment. 


c) The Corporation has entered into diesel fuel future contracts for $1.3 million at December 31, 1993, 
as ameans of stabilizing the price of fuel purchases. 


VIA Rail Canada Inc. 


Notes to Financial Statements 


Year ended December 31, 1993 


11.Pension plans 


The latest actuarial valuations of the pension plans were carried out as at December 31, 1990 by 
external actuaries who are members of the Canadian Institute of Actuaries. Based on these valuations 
and actuarial projections made for 1991, 1992 and 1993, the accumulated plan benefits as at 
December 31, 1993 are $798.8 million, which include $22.8 million of unfunded benefits. The net 
assets available to provide for these benefits at related market values as at that date amount to 
$776.0 million. 


Using the method identified in the pension plans accounting policy (Note 2 i), the pension expense for 
1993 was $18.7 million (1992: $16.9 million) and included amortization of past service costs and 
experience gains and losses. 


12.Related party transactions 


The Corporation received the following funding from the Government of Canada: 


(in millions) 1993 1992 
Operating $323.6 $331.3 
Network restructuring recovery 127 12.9 
336.3 344.2 

Capital 11,6 44.7 
$ 348.1 $ 388.9 


In the normal course of business, transactions with other Crown corporations amounted to: 


{in millions) 1993 1992 
Revenue $ 6,2 $762 
Operating expense $ 74.7 $ 74.9 
Capital expenditures D 27 $ 17.0 
Balance payable (receivable) at the end of the year S (131 $ 28.5 


In addition to these related party transactions and those disclosed elsewhere in the financial 
statements, the Corporation is related in terms of common ownership to all Government of Canada 
created departments and agencies. The Corporation enters into transactions with these entities in the 
normal course of business. 


13.Contingencies 


In the ordinary course of business, various claims and lawsuits have been brought against the 
Corporation and it is the opinion of management that the settlement of these actions will not result in 
any material liabilities to the Corporation beyond any amounts already provided. 


14.Comparative figures 


Certain comparative figures have been reclassified to conform with the presentation adopted in 1993. 
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Corporate Directory 


As at December 31, 1993 


Board of Directors 
André Audet, Montreal, Quebec 


Gary T. Brazzell, O.C., Winnipeg, Manitoba 
Andrew F. Coffey, Thunder Bay, Ontario 
Stan Hagen, Courtenay, British Columbia 


Stuart Hendin, O.C., Ottawa, Ontario 
Terry W. lvany, President and Chief Executive Officer, Montreal, Quebec 
Errol Johnson, Montreal, Quebec 


Marc LeFrançois, Chairman of the Board, Montreal, Quebec 


Jeffery Lyons, Q.C., Toronto, Ontario 


John D. McElwain, O.C., Toronto, Ontario 
Doug Shippee, Saint John, New Brunswick 


Jean Sirois, O.C., Montreal, Quebec 


Hugh K. Smith, O.C. Halifax, Nova Scotia 
Helen M. Swan, Saskatoon, Saskatchewan 


Officers 


Marc LeFrançois, Chairman of the Board 
Terry W. Ivany, President and Chief Executive Officer 
Jean-Roch Boivin, Senior Vice-President, Human Resources, 


Procurement and Real Estate 


Paul Côté, Vice-President, Customer Services and Transportation 
Robert J. Guiney, Vice-President, Equipment Maintenance 
Christena Keon Sirsly, Vice-President, Marketing 


Carole Mackaay, Corporate Secretary 


J. Roger Paquette, Vice-President, Planning and Finance, and Treasurer 


Committees of the Board 


Executive Committee 
Marc LeFrancois, Chairman 
Terry W. lvany 
Gary T. Brazzell, O.C. 
Hugh K. Smith, Q.C. 


Human and Financial Resources 
Committee 
Hugh K. Smith, Q.C., Acting 
Chairman 
Errol Johnson 
Doug Shippee 


Audit Committee 
Gary T. Brazzell, O.C., Chairman 
Andrew F. Coffey 
Stuart Hendin, O.C. 
Jean Sirois, Q.C. 
‘Helen M. Swan 


Investment Committee 


John McElwain, Q.C., Chairman . 


André Audet 

Gary T. Brazzell, Q.C. 
Stan Hagen ; 
Jeffery Lyons, Q.C. 


Corporate Strategies Committee — 
Hugh K. Smith, Q.C., Chairman 
Terry W. Ivany _ 
Marc LeFrancois 
John D. McElwain, Q.C. 


VIA Office Locations 


Headquarters and 
Quebec 


2 Place Ville Marie 
Montreal, Quebec 
HSB 2€9 


Phone: (514) 871-6000 


Postal address: 

P.O. Box 8116, Station A 
Montreal, Quebec 

H3C SNe 


Atlantic 


1161 Hollis Street 
Halifax, Nova Scotia 
B3H 2P6 


Phone: (902) 422-8700 


Ontario 


55 York Street 
Suite 1300 
Toronto, Ontario 
M5J 1R7 


Phone: (416) 868-7211 


West 


104-123 Main Street 
Winnipeg, Manitoba 
Rol 2Ps 


Phone: (204) 949-7400 


A 1150 Station Street 
“Vancouver B.C. 


V6A 2X7 
Phone: (604) 640-3700 
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DEPARTURES DEPARTS WIA 


SRM HEM 


The Honourable Douglas Young, PC., ME 
Minister of Transport 
Ottawa 


Dear Minister: 

In accordance with the Financial Administration Act, | am pleased to submit VIA Rail Canada Inc:s annual 
report for the year ending December 31, 1994. 

It reports VIA Rail's continuing success in reducing progressively its dependence on government funding, 
while continuing to provide a safe, reliable, customer-oriented service to the travelling public. This commitment 


remains as a fundamental priority for the corporation in the future. 


Marc LeFrancois 
Chairman of the Board 


VIA Rail Canada Inc. is Canada's national VIA Rail is a major contributor to the 
passenger rail company, dedicated to providing safe Canadian economy. Economic impact studies con- 
and efficient intercity and transcontinental rail ser- ducted in 1992, based on Statistics Canada and The 
vices. In 1994, with approximately 4,000 employees, Conference Board of Canada econometric models, 
we operated 421 trains weekly on 14,000 kilome- estimated that more than 23,000 full-time jobs 
tres of track, serving more than 400 communities depend on VIA's operations and related off-train 
across the country. We carried nearly 3.6 million passenger spending, and that VIA-generated activity 

- passengers and earned more than $176 million in contributes approximately $1.8 billion annually to 
total operating revenues. Canada's gross domestic product. 


À federal €rown corporation, VIA is 
accountable to parliament through the Minister of 
Transport. 
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The year at a glance 


The key financial indicators and operating statistics summarize the performance of the 
corporation for the year Certain comparative figures have been reclassified to conform with the 


presentation adopted in 1994. 


1294 1995 (992 199 | 1990 
Key financial indicators (000's) 
Total operating revenue DIG A285" D647) $155,780 72S (50951) S142 762 
Operating expenses DOUS DF? "$547,999 $533,022 $523 970) 1954126) 
Capital expenditures S25802 lila $44.7 | | $40,103 $31,483 
Total government funding $318,202 $348,079 $388,911 $392,803 $441,483 
Key operating statistics 
*Revenue/Cash operating 
expenses ratio (%) ALO 55.6 Se 31,2 28.8 
Total passengers carried (000's) 5,566 So 3,60 | Shoes 3,536 
Total passenger miles (000's) Coa 42 S007 S27 | GPO SU TETOIS 
Government operating funding 
per passenger mile (cents) 55.1 a8) 42%] ae 222 
Train miles operated (000's) 624 Chelles 6,483 6247 6,365 
Car miles operated (000's) 56,551 35,861 See 35,890 35,767 
Average passenger load factor (%) 60.0 58.8 56.6 Seo) 56.7 
Average number of passenger 
miles per train mile 128 126 126 131 (23 
On-time performance (%) 87 90 90 90 88 
Average number of employees 4,032 4,368 aed 4477 4,663 
* Cash operating expenses exclude amortization and reorganization charges. 
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Chairman’s message 


VIA Rail Canada has faced some formidable 
challenges in the past year — challenges which reflect 
the economic and social realities of the country. In 
this sense VIA Rail was no different from any other 
private or public enterprise in Canada. And like most 
of them, VIA has not been content to think merely 
in terms of survival. Instead, we are determined to 
fashion a future characterized by a declining depen- 
dence on public funds and steadily improving perfor- 
mance — a future where VIA is the best high-quality, 


low-cost passenger service in Canada. 


All Canadians know that with the federal 
government's firm resolve to bring the country’s 
deficit under control, all spending is being carefully 
reviewed and programs that were once considered 
essential are being of necessity rethought and 
refashioned for the future. More than ever, 
Canadians and their government want value for 
money, and want to see public funds used in a man- 
ner that adds real value and meaning to the country. 


VIA entered 1994 with the need to build 
upon past initiatives to reorganize activities and 
eliminate unnecessary costs in order to reduce fur- 
ther its annual costs to the public by $115 million 
by 1996-97. The easy choice, and the one many 
anticipated, was to reduce costs by cutting passen- 
* ger rail services significantly. To have chosen that 
course however would have been to betray the 
trust placed in us by our shareholder to assist it in 
fashioning a meaningful future for passenger rail and 
would have denied Canadians the level of service 
today which they want and deserve. 


We decided instead to renew our standing 
commitment to the federal government to drive 
unproductive costs out of the organization and to 
maintain the national network intact. We believe 
that service reductions must always remain a last 
and hopefully unnecessary option. This was by far 
the more difficult choice but the right choice, 


Our shareholder has endorsed our 
approach and expressed confidence in VIA Rail to 
meet the challenge. The Board of Directors and | 
are pleased to report that we feel VIA has earned 
the confidence of both Canadians and the govern- 
ment we serve in 1994. 


As you will read in this report, VIA has been 
able to lower its dependence significantly on govern- 


ment funding without reducing the services it offers 
Canadians. Moreover, we have brought the national 
passenger rail service in under budget, and improved 
both revenues and cost-effectiveness substantially. 


Results like this do not happen by accident. 
They reflect very hard work on the part of VIA 
employees who are committed to ensuring a 
brighter future for passenger rail services in Canada. 
This report not only details many of their accom- 
plishments but also features photographs of our 
employees throughout. 


They also reflect our corporate-wide com- 
mitment to fiscal responsibility and rigorous financial 
controls. Our job is to manage change responsibly 
and to become more cost-effective by working 
smarter, by improving productivity and by enlisting 
the active support of each employee in the organi- 
zation toward these goals. VIA is becoming a new 
kind of corporation — one that is not afraid to face 
the fiscal realities of the day constructively and, in so 
doing, prosper 


Meeting these challenges responsibly is 
becoming a hallmark of the new VIA. Increasingly, It 
is evident in everything we do. It is in this spirit that 
we are determined to resolve one of our most 
important challenges — the successful negotiation 
with our unionized workforce of modern, fair and 
reasonable collective agreements that reflect today's 
fiscal realities, not those of a half a century ago 
when passenger trains were the dominant trans- 
portation mode in the country. 


Times change and so must we if we are to 
create a vibrant and meaningful future for passen- 


ger rail service. 


The progress we achieved in 1994 shows 
that we are capable of fulfilling an important role in 
public transportation. And this progress is just the 
beginning — a welcome and timely promise of things 
to come. 


Mf vanes 


Marc LeFrançois 
Chairman of the Board 


President’s message 


In 1994 VIA 
focused on three 
principal objectives. 
Our priorities were 
to reduce costs sig- 
nificantly, improve 
the quality and 
consistency of the 


service we offer 


our customers and 
to ensure the cor- 
poration was more 
market-driven than 
ever — in short, to 
make the tough 
decisions, to take 


VIA Rail’s executive team: (from left to right) Bert Guiney, Vice-President, Equipment 


Maintenance; Christena Keon Sirsly, Vice-President, Marketing; Paul Côté, Vice-President, 
Customer Services; Terry lvany, President and Chief Executive Officer; Marc LeFrancois, 


Chairman; Mike Gushue, Vice-President, Public Affairs and Human Resources; and 


on the challenges 
ana, Oo: realize the 
opportunities. 


As a result, we have surpassed our financial 
targets, improved our revenues and significantly 


lowered our dependence on the public purse. 


In 1994, VIA bettered its operating budget 


by close to $29 million, increased its overall rev- 


enues by $12 million and improved its overall rev- 


enue/cash operating expense ratio, the single most 
important measure of its financial performance, by 
six points in one year This is compared with only a 
five-point increase over the previous three years 


combined. 


VIA has put particular emphasis on reducing 
management and administrative expenses. By the 
end of 1994, VIA reduced its administrative staff by 
45 per cent compared to two years earlier. 


At VIA, we can no longer be satisfied with 
the status quo. We have taken charge of change and 
are driving it through the company. We are con- 
stantly searching for better ways of doing things — 
finding new ways to drive costs out of the corpora- 


tion that do not add value to our business and dis- 


covering new ways to improve customer service 
without adding cost. 
We have a new style of thinking — a style 


where every VIA employee is encouraged to evalu 


ate what they are doing, and to ask questions. Is 


PL GE TST EP TT EE PT EES TNE I 9 TES SURAT TU ST a TN 


Roger Paquette, Vice-President, Planning and Finance, and Treasurer. 


what | am doing adding value for the customer? Is it 
helping VIA achieve tts financial objectives? If not 
how can | change things? 

This change, while difficult, is transforming 
VIA into a corporation with a much more efficient 
cost-conscious, and productive style of manage- 
ment. One with private-sector thinking applied to 
serving the Canadian public. 

Service industries are businesses that 
depend on customer satisfaction for success in the 
marketplace. So, with a tight rein on operational 
costs, we also concentrated on giving employees 
the context, the tools and the training they needed 


to maintain our high levels of customer satisfaction 


We launched a corporate-wide opinion sur 
vey to determine ways in which we could make VIA 


a stronger organization and a better place to 


More than 2,000 of VIA'’s employee 


part in the survey and gave their idea: 
Employees have now formed ta 
develop sets of recommendations for bette 


ing and communication. EACI CP inese i 


dations will be considered 


implemented wherever possible 


We have developed a clear 
vision of our goal and how we are 
going to get there.The goal is an 
ambitious one. We are going to make 
VIA Rail the best passenger service in 
Canada. Not just the best rail service. 


The best passenger service, period. 


In 1995, we are determined 


to break new ground. In doing so, we 


will remain committed to constructive 
change, cost-effectiveness and quality 
service to the Canadian public. 


In February, VIA’s Chairman Marc LeFrangois and President Terry lvany 
presented a plaque to the employees of the Montreal Maintenance Centre 
for their outstanding work on the project to refurbish the interiors of the 


LRC fleet. 
We have also set a course for continuous 
improvement through ‘Performance Enhancement’ Terry W. lvany 
— a process being implemented throughout the President and Chief Executive Officer 


company, based on the laws of human behaviour, 
which requires that supervisors and staff work 
together to identify key targets for improvement, 
measure progress in achieving those targets, and 


constantly reinforce success. 


In looking forward to the challenges ahead, 
we spent part of 1994 developing a new strategic 
plan that will ensure we identify and exploit oppor- 
tunities to increase revenues and reduce costs. By 
the end of this process, in which all employees will 
have the opportunity for input, everyone at VIA will 
have a clear idea of what is required from them to 
guarantee VIA's success. 

Achieving that success will present many 
challenges. One of the most pressing is the negotia- 
tion of new collective agreements with our employ- 


ees that provide for modern labour contracts that 


are in sync with today's fiscal realities. VIA Is seeking 
meaningful and necessary change to these agree- 
ments to reflect the needs of a highly-efficient pas- 


senger service. 


We believe that it is the negotiation process 


that must fashion these new contracts because, In 


the end, management, labour and taxpayers want 


VIA’s Western transcontinental, the Canadian, had an 
the same thing — a passenger service that sets the exceptional year with increases in revenue, ridership and 


standard for the low-cost, high-quality service that volume. Its Silver & Blue service continued to draw passengers 


Canadians demand and deserve. from around the world. 
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The year in review 


Revenues, ridership, volume up, 
costs down 


This year, VIA made gains in almost all areas 
of performance. Revenues were up, volume 
increased, and ridership grew slightly. 
Customer satisfaction ratings continued to 
be high, and while on-time performance 
dipped slightly, equipment performance 
was excellent. 


But it was our performance in 
reducing the cost of providing passenger 
service that was exceptional. Costs were 
significantly reduced and, largely because of 
this, in terms of financial performance, |994 
was the best year VIA has ever had. 


Following several years of stagnant 
growth in the travel industry, the market 
showed signs of life in 1994. VIA outpaced 


result, the corporation lowered its operating fund- 
ing requirement by close to $29 million, lessening its 
financial dependence on its shareholder, the federal 


government. 


the industry in the first half of the year and Following the 1993 merger of the Transportation and Customer Services 
branches, 1994 was the first full year that all employees in customer 
contact positions belonged to the same department. The integration 
reinforces the focus on providing high-quality service consistently by all 


then fell back to market levels for the sec- 
ond half. 


Almost 3.6 million passengers trav- 


customer contact employees. 


elled by VIA in 1994, representing a slight 
increase of about one half per cent over 1993. 
Volume — the number of miles travelled by passen- 
gers — increased |.8 per cent. Passenger revenues 
increased by $9 million, an increase of six per cent 
over 1993. VIA’s non-passenger revenue increased 
$3 million by, for example, performing more main- 
tenance work for other rail- 


ways, bringing the overall In 1994. VIA 


increase in revenues for the lowered its 


year to $12 million. operating funding 


The big story, requirement by $29 
though, is that VIA was able million, lessening its 


to drive many unproductive financial 


costs out of the organiza- dependence on its 


tion and end the year with — shareholder, the 


$51 million in unused oper- federal government. 


ating and capital funding. 


VIA waged a war on 
waste in 1994 — every activity was looked at in 
terms of whether it added value to the corpora- 
tion, enhanced the quality of our service delivery or 
reduced our cost to the Canadian taxpayer. As a 


This is good news because It means the 
corporation is making significant reductions in Its 
cost base, which moves it much closer to respecting 
reduced funding levels targeted by the federal gov- 
ernment. The government funding required for 
1994 was $318 million. This level is being reduced 
to $233 million in 1997, down $115 million from 
the $348 million received in 1993. 


Savings came from all areas. VIA’s Customer 
Services department lowered its operating costs by 
$13 million compared to budget due, in part, to 
lower fuel costs, more efficient management of 
product, crew and linehaul costs, reduced use of 
non-VIA crews, improved productivity in the tele- 
phone sales offices, and tighter management of 


property-related expenses. 


The Equipment Maintenance branch came 
in $5 million better than budget. With the perfor- 
mance of VIA’s equipment continuously improving, 
maintenance costs were down while the balance of 
the savings was due to lowered compensation, 


major maintenance and plant expenses. 


rr ES 
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QUALITY RAILROAD 
TRANSPORTATION 
THROUGH DESIGN 


(994 
nel À 


HINGTON, BC. 


In October, the international railway community 


presented a Brunel Award to VIA, the highest honour a 


company can receive from the railway industry for 
design excellence, in recognition of the spectacular 
results produced on the project to modernize VIA’s 


stainless-steel, long-distance fleet. This project was the 


largest undertaking of its kind in the company’s 
history, with all design work done in-house. 


VIA's fleet has never been in better shape, 
thanks to a number of refurbishment programs that 
the corporation has undertaken in recent years. 
While 1993 saw the completion of the LRC pro- 
ject, 1994 was the year that VIA finished its 
$200 million program to refurbish its 181 stainless- 


steel, long-distance cars. 


This project involved converting 
the 45-year-old, steam-heated cars to 
head-end electric power in addition to a 
complete interior refurbishment. The 


cars, for which VIA received international 


design recognition in 1994, continue to 
perform above expectations, in terms of 
reliability and availability for service. 


Some of these cars have been in 
service for five years since their modern- 
ization and to keep them in top shape, 
VIA will begin putting them through an 
overhaul program in 1995, 


with the elimination of 243 management and 65 
unionized positions, actually added to 1994 costs by 
about $12 million in separation and buyout pack- 
ages, but will result in savings of approximately 
$18 million a year in 1995 and beyond. 


The streamlining has created a structure 
that reduces duplication and waste through the 
consolidation of a number of functions, eliminates 
unnecessarily bureaucratic levels of authority and 
approval and focuses all of our resources on deliv- 
ering the best possible product to our customers. 


Also in October, productivity improvement 
initiatives reduced, by 145 positions, the workforce 
required to maintain our fleet. 


VIA also managed to bring down costs 
through new approaches to operating VIA's reserva- 
tions system, more rigorous management of prop- 
erty and office expenses, and lower taxes. Travel 
expenses were down, as were the costs for outside 
professional services and overall administrative costs 


due largely to the management reorganization. 


VIA ended the year with $22 million of 
unused capital funding as some projects were put 
on hold while the corporation redefined its strate- 
gic priorities. The federal government has agreed to 
re-profile $20 million of this capital funding over the 
next two fiscal years so that VIA may apply it as 
required to achieving its objective of providing cus- 
tomers with the best service possible. 


These cost savings had an appreciable 
impact on the revenue/cash operating expenses 
ratio, which is the single best measure of the corpo- 


In 1994, supervisors and their staffs implemented more than 200 plans 

A reorganization last October, in aimed at improving service or reducing costs under Performance 

which VIA streamlined its administration | Enhancement, a behaviourial management program being implemented at 
VIA. Here, an employee shows a Performance Enhancement graph used to 
chart safety performance at VIA’s Vancouver Maintenance Centre. 
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rations financial performance. While it has 
improved steadily since 1990, last year’s gain was 
most impressive. In 1994, 
the ratio improved by 
|9 per cent compared to 
1993 and VIA reached 
40 per cent for the first 
time ever Since 1990, when 
the ratio was about 29 per 
cent, this is an improvement 
of 40 per cent. 


All the attention to 
cutting costs in 1994 did 
not lessen our customers’ 
appreciation of VIA’s prod- 
ucts or have any negative 
effect on the level of ser- 
vice that VIA provides to 
more than 400 Canadian 


communities. 


VIA continued its 
evolution in 1994 as an 
innovative, market-driven 
passenger service company 


and continued to refine its Passengers check in at the Easterly Class service 
desk in Montreal’s Central Station. With Atlantic 
Canada becoming an increasingly popular travel 
destination, sleeping-car ridership was up almost 


products and services in 
response to market de- 


Halifax line started returning dividends. Ridership 
rose by 2.5 per cent and revenues improved by 3.8 
per cent over the previous 
year. Volume was up three 


per cent compared to 1993. 


The Eastern services 
carried close to 262,000 
passengers, and earned just 
under $18 million in rev- 
enues. With Atlantic Canada 
becoming an increasingly 
popular travel destination, 
thanks in part to VIA-gener- 
ated media coverage in key 
US. cities, sleeping car per- 
formance was particularly 
strong with gains in rider- 
ship as high as 12 per cent 
on both the Ocean be- 
tween Montreal and Halifax 
through New Brunswick 
and the Chaleur between 


Montreal and Gaspé. 


Travellers who expe- 


rienced our service in the 


East gave VIA a thumbs-up 
according to the customer 


mand. Customers continued gen per cent on VIA’s Eastern long-distance trains. SU!VEYS that VIA conducts 


to rate VIA services very 

high, with 96 per cent systemwide saying that they 
found their experience with VIA matched or 
exceeded their expectations; 93 per cent of passen- 
gers surveyed said they would recommend VIA to 
family and friends. 


VIA’s on-time performance dipped slightly in 
1994, Overall, 87 per cent of VIA trains were on 
time, compared to 90 per cent in 1993. The drop can 
be traced to the first few months of the year when 
one of the coldest winters on record caused prob- 
lems for all modes of transportation. For the rest of 
the year, on-time performance returned to the out- 
standing levels VIA has maintained since 1990. 


Eastern services 


On VIA’s eastern long-distance services 
between Montreal and Halifax, and Montreal and 
Gaspé, the investment that VIA made in upgrading 
the service in 1993 with refurbished equipment and 


the introduction of Easterly Class service on the 


regularly to measure cus- 
tomer satisfaction and identify areas for improve- 
ment. On the Eastern services in 1994, 96 per cent 
of those surveyed said that their overall trip experi- 


eneemmetorexceeded: their 

expectations; 92 per cent said Cystomers rated 
that our service provided value VIA services very 
for money; and 94 per cent high, with 96 per 
said they would recommend cent systemwide 


VIA to their friends. saying they found 


Canadian Pacific's aban- their VIA experience 


donment of the Canadian matched or 
Atlantic Railroad line between exceeded 
Sherbrooke, Que., and Saint expectations. 
John, N.B., through the state of 

Maine meant significant changes to VIA’s Eastern 


services at the end of the year. 


VIA could no longer operate the Atlantic 
between Montreal and Halifax via Saint John so in 
mid-December VIA shifted its thrice-weekly Atlantic 


service to its all-Canadian Ocean route, in effect 


re 
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but was balanced by an increase in traffic between 
Montreal-Quebec City and in southwestern Ontario. 


The difficult winter conditions affected on- 
time performance significantly enough in the first 
quarter to drop the yearly average by two per cent 
to 88 per cent. But when bad weather makes dri- 


ving and flying less reliable than usual, Canadians 


turn to the train — and this contributed to strong 
ridership gains in the first part of the year, particu- 


arly in VIA | first-class. Over the year, first-class rid- 


With the goal of attracting more business travellers in the ership grew by more than four per cent while 

Quebec City-Windsor corridor, VIA tested an “office on rails” volume was up over five per cent. Coach volume 

concept in 1994, elements of which it plans to introduce in was up slightly while ridership was down by less 
ba that one percentage point. 

doubling service to communities such as In October, VIA announced significant 

Newcastle, Bathurst and Campbellton in northeast- improvements to services in southwestern Ontario. 

ern New Brunswick. VIA has maintained service to Thanks mainly to a $7-million capital program of 

customers in southeastern New Brunswick with a infrastructure improvements that has raised the 

daily bus connection between Saint John and speed limit to just over 150 km/h (95 mph), trip 

Sussex with the Ocean at Moncton and with a times between Toronto and Windsor via Brantford, 

thrice-weekly connection between Fredericton and Woodstock and London were reduced by as much 

Newcastle. as 34 minutes, resulting in travel times of just over 

three and a half hours between the two end cities 


Also in mid-December, VIA upgraded ser- 


vice on the Chaleur with complimentary continental Rene Loc SU EA Se fein stetinte ace 


breakfast for sleeping car passengers and at-seat CNE Pr 


snack and beverage service and complimentary pil- At the same time, VIA doubled the number 
low and blanket service in coach class. of trains operated with the newer LRC equipment 


On-time performance on these 
services was 87 per cent in 1994 com- 
pared to 89 per cent in 1993. 


Corridor services 


VIA‘s services in the densely- 
populated Quebec City-Windsor corri- 
dor continued to attract the highest 
idership of all VIA products and gener- 
ate the highest revenues — a testament 


+ 


to the importance of these services to 


business and leisure travellers alike. 


Corridor services carried more 


than three million passengers in 1994 


VIA made significant improvements to its service in southwestern Ontario in 


with revenues of $116 million, a 1994 by lowering trip times and increasing the number of trains using LRC 


six per cent increase. Volume was UD equipment. VIA will replace the older, steam-heated equipment still 
Val) (per cent compared to (992; operating on these services with fully-modernized, stainless-steel cars 
Ridership remained unchanged from the beginning in 1995. 


previous year, with traffic patterns shift- 


ing slightly — the number of passengers was down in southwestern Ontario. The balance of the fleet 


marginally in the Montreal-Ottawa-Toronto triangle will still be VIA’s older steam-heated equipment 
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until the summer of 1995, when VIA begins replac- 
ing them with 33 fully-modernized stainless-steel 
cars. 


These cars are undergoing a complete 
refurbishment as part of a $58 million 
project, which was made possible by 
productivity improvements within the 
company. These electrically-heated cars 
will feature interiors similar to the design 
of the LRC fleet. All 33 cars will be com- 
pleted in 1996. 


VIA expects these improvements 
in product quality to result in increased 
ridership in southwestern Ontario and is 
encouraged by public reaction to date. 
Traffic was up for the first time in years 
between Toronto and Windsor, due in 
part to faster travel times, the general 
resurgence of the economy, and to the 
weak Canadian dollar which strengthened 
traffic from the U.S. Also, the introduction 
of a joint VIA-Amtrak weekend overnight 
service between New York and Toronto 


interline agreements with several bus companies in 


the Corridor. 


Passengers responded by continuing to give 
Corridor services high marks. Of the customers 


Training plays an important role in ensuring that VIA employees are 


capable of providing high levels of customer service. Shown here are chefs 
from VIA’s Silver & Blue service during training prior to the introduction of 


via Niagara Falls, Ontario resulted in an 
new menus. 


increase of ridership for VIA. 


VIA continued to refine its ser- 

vice offerings in the Corridor in 1994. For example, 
in Quebec and Ontario, it introduced a fax informa- 
tion service for Corridor train schedules and fares 
and tested an ‘office-on-rails” service aimed at 
providing additional amenities to business travellers 
which proved popular VIA plans to introduce some 
elements of the prototype 

on a permanent basis in 


1995. VIA’s first-class 


service in the 
Quebec City- 
Windsor corridor 


VIA also made 
progress in furthering the 
availability of intermodal 
services to travellers. VIA's increases of more 
Gare du Palais station in 
Quebec City and the sta- in 1994. 
tion in Woodstock, Ont., 
both now house the inter- 
city bus depots for their respective cities, providing 
intermodal rail-bus travel to a greater choice of 
destinations. As a result, passengers are better 
served and VIA has attracted more tenants to Its 


stations. VIA is also in the process of developing 


registered volume 


than five per cent 


surveyed last year, 96 per cent said that their overall 
trip experience met or exceeded their expecta- 
tions; 91 per cent said that our service provided 
real value for money; and 93 per cent said they 
would recommend VIA to their friends. 


Western services 


VIA's transcontinental train the Canadian, 
operating between Vancouver and Toronto, had an 
exceptional year, registering increases in ridership, 


revenue and volume. Compared to 1993, revenues 


rose by more than 10 per cent to over $29 million, 
while ridership increased by just under one per 
cent to more than 153,000. Volume increased over 
three per cent. 

Coach traffic increased by more than two 
per cent, and even though ridership on VIA's inter- 
nationally acclaimed touring service Silver & Blue 
was down by two per cent, volume increased by 
over five per cent and this helped first-class rev- 
enues grow by |5 per cent. VIA was able to 


increase traffic in the peak summer period by 


PE ET EE PA EP IN SPRL OS SD Bee a 
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VIA continues to make its services more 
accessible to the physically disabled. In 
February, the Canadian Foundation for 
Physically Disabled Persons selected VIA 
to receive its 1994 corporate award for 
the leadership role in industry of VIA’s 
special assistance program. 


optimizing use of capacity and carryings remained 
heavy into the fall. 


Silver & Blue service continued to attract 
tourists from all parts of the world, making a signifi- 


cant contribution to Canada's tourism industry, 


On-time performance for the Western 
‘transcontinental was 65 per cent in 1994, com- 
pared to 73 per cent in 1993. VIA is working with 
CN to find solutions for the track-related 
problems and schedule conflicts respon- 
sible for many of the delays on the 
Canadian. 


Of the customers surveyed in 
1994, 93 per cent said that their overall 
trip experience lived up to or exceeded 
their expectations; 93 per cent said that 
our service gave value for money; and 93 
per cent said they would not hesitate to 
recommend VIA to their friends. 


Improving travel industry 
access to VIA’s products 
and services 


In 1994, VIA joined the computer 


rail service in the world to be accessible on the sys- 
tems in the same fashion as airlines. In doing so, it 
has made its services increasingly available to more 
people and has given travel agencies the ability to 
book VIA seats with the same ease that they book 


airline travel. 


In March, VIA went online with both the 
Apollo and Sabre computer reservation systems, 
giving more than 30,000 agencies around the world 
access to 15 key destinations in the Quebec City- 
Windsor corridor which represent 80 per cent of 
VIA's business. In October, VIA joined forces with 
Worldspan, bringing to over 20,000 the total num- 
ber of agencies in the U.S. alone with access to VIA. 

This project required adapting VIA'S pricing, 
reservations, and accounting structures to match 
those used by the airlines which, in turn, involved 
changes to VIA’s own Reservia system and a mas- 
sive overhaul of procedures and pricing. 


With the goal of making its entire network 
of services easily accessible to all, not only in North 
America but around the world, VIA has continued 
to expand not only its presence but its offering on 
computer reservation systems. In 1994, VIA added 
the rest of its Corridor destinations as well as desti- 
nations for coach travel on the Eastern transconti- 
nental. Early in 1995, all of VIA’s sleeping car 
services, including those on the Western transconti- 
nental, will be directly accessible on the reservation 

WU APOIO by 


Gemini and 


SABRE 


In 1994, VIA made its services directly available to thousands more travel 
agents and customers world-wide by joining the computer reservation 
systems traditionally limited to airlines. Shown here is the celebration at 
VIA’s Moncton telephone sales office to mark VIA’s hook-up to the Apollo 
and Sabre systems. 


reservation systems traditionally limited 


to airlines, becoming the first passenger 
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systems. VIA believes this ground-break- 
ing initiative will generate more revenue 
for rail travel in Canada and will position 
the company as a mainstream operator 


in world-wide surface transportation. 


Yield management 


VIA continued to fine-tune its 
approach to yield management in an 
effort to maximize revenues through the 
most efficient use of available capacity. 
Through yield management, which VIA 
began focusing on in 1993 with: the 
development of an improved system, the 
number of discount seats is increased 
when and where passenger traffic is 


weak, while the number of discount 
seats is reduced where demand is 

strong. In 1994, VIA extended yield management to 
include selective overbooking, which it tested on 
key trains to offset the costly impact of last-minute 


cancellations. 


Last year yield man- 


agement enabled VIA to VIA is seeking to 


negotiate modern 
labour contracts 
that meet the 
needs of an 


increase revenue by more 
than $500,000, mostly in 
the Quebec City-Windsor 
Corridor. With progressive 
implementation of an over- 
booking policy and contin- Rervicel 
ued application of yield 

management practices, it Is 


expected that revenue will continue to grow. 


Labour relations 


The past year saw labour talks, aimed at 
producing new collective agreements to replace 
those that expired at the end of 1993, continue at 
VIA and at the Canadian freight railways. During 
the year, the federal government appointed labour 


conciliators and a conciliation commissioner to 
assist in the industry-wide talks, but even this was 
not enough to bring any of the parties together. 


Many of the important issues being dis- 
cussed are common to the three companies. 
Enough differences exist, however that VIA is nego- 
tiating agreements that reflect the needs of a pas- 


senger service, as opposed to a freight service. 


efficient passenger 


VIA’s services in the densely-populated Quebec City-Windsor corridor 
continued to attract the highest ridership of all VIA products. Corridor 
services carried over three million passengers during 1994. 


VIA is seeking to reduce or eliminate 
unproductive costs through changes in work rules 
and benefits, as well as reductions in the size of 
operating crews. The guiding principles are to seek 


meaningful and necessary change through negotia- 


tion, and to offer all VIA employees a fair day's pay 


for a fair day's work and reasonable treatment dur- 


ing times of change. 


VIA strongly supports the negotiation 
process, believing it is the best means to reach 
agreements with its unions — agreements that pro- 
vide for new, modern labour contracts that meet 


the needs of an efficient passenger service. 


In the past, management and employees at 
all levels have learned to work together on com- 
mon objectives realizing that, in the end, everyone 
wants the same thing — a passenger service that 
sets ever-high standards for the low-cost, high- 
quality service that Canadians demand and 


deserve. 
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VIA personnel appearing in the report 


The annual report cover photo was shot in Toronto's Union Station. VIA wishes to thank the following VIA 


employees who participated in the photo shoot (not all appear in the photo): 


In uniform: Isabel Nahdee; Gilles LeBlanc. 


Brian Abbott, Angelo D'Errico, Bob DeFreitas, Ron DeWolfe, Roberta Hamilton, Chuck Harnish, Norma Kisil, 
Catherine McMurray, Leslie McKenzie, Rene Narbonne, Wayne Riehl, John Walsh, Cathy Watson. 


Special thanks to Gabrielle Graham-Stevens, the child featured on the cover, who is the grand-daughter of a 


Toronto-based, VIA employee. 


Cover photo: Ken Walley 


VIA also wishes to thank the other employees who appeared in photos inside the report: 


page 4 


page 5 


page 6 


page 6 
page / 
page 8 
page 8 


page 9 


page 10 
page 10 


12 


Andreas Koutsoufis, Serge Bilodeau, Alain Mercier, Marc LeFrançois and Terry Ivany. 
Photo: Derek Lepper 


Anthony Tynes, George Harbar Zane Wozney Photo: Bernie Goedhart 


Larry Elliot, Garry Herman, Roger Hoather, Michel Sauvageau and Len Williams. 
Photo: Ted Bytalan 


Keith Dagg Photo: Deborah Boardman 

Mike Drisdelle, Glenn Hamilton Photo: Bernie Goedhart 

Pamela Rice, with an unidentified passenger Photo: Nancy McInnis 
Brian Gosselin Photo: Frances Huff 


Bob McDaniels, Jimmy Pranata, Gord Naworynski, Henry Yuen, Doug McDonald, Dave Hanson and 
Sonny Manraj. Photo: Christine Ward 


In untform: Luc Sauvé. Photo: Francine Dubé 


Unidentified employee from Sabre, VIA employees Bob Mclsaac, Christena Keon Sirsly, Moe Mercier, 
Colleen Samson, Linda LeBlanc and Clayton Gaudet. Photo: Michelle Landry 


VIA Rail Canada Inc. 


Management Report 


Year ended December 31, 1994 


Management of the Corporation is responsible for the preparation and integrity of the financial 
statements contained in the Annual Report. These statements have been prepared in accordance with 
generally accepted accounting principles and necessarily include some amounts that are based on 
management's best estimates and judgement. Financial information used elsewhere in the Annual 
Report is consistent with that in the financial statements. Management considers that the statements 
present fairly the financial position of the Corporation, the results of its operations and the changes in 
its financial position. 

To fulfill its responsibility, the Corporation maintains systems of internal accounting controls, 
policies and procedures to ensure the reliability of financial information and the safeguarding of assets. 
The internal control systems and financial records are subject to reviews by internal auditors, the 
Auditor General of Canada and Raymond, Chabot, Martin, Paré, general partnership during the audit 
of the financial statements. 

The Audit Committee of the Board of Directors, consisting solely of outside Directors, meets 
periodically with the internal and external auditors and with management, to review the scope of the 
audit and to assess reports on audit work performed. The financial statements have been reviewed 
and approved by the Board of Directors on the recommendation of the Audit Committee. 


T.W. lvany 
President and 


Vice-President, Planning and 
Chief Executive Officer Finance, and Treasurer 


Montreal, Canada 
February 10, 1995 
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Auditors’ Report 


To the Minister of Transport 


We have audited the balance sheet of VIA Rail Canada Inc. as at December 31, 1994 and the 
statements of operations, reconciliation to operating funding from the Government of Canada, con- 
tributed surplus, deficit and changes in financial position for the year then ended. These financial state- 
ments are the responsibility of the Corporation's management. Our responsibility is to express an 
opinion on these financial statements based on our audit. 

We conducted our audit in accordance with generally accepted auditing standards. Those stan- 
dards require that we plan and perform an audit to obtain reasonable assurance whether the financial 
statements are free of material misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements. An audit also includes assessing 
the accounting principles used and significant estimates made by management, as well as evaluating the 
overall financial statement presentation. 

In our opinion, these financial statements present fairly, in all material respects, the financial posi- 
tion of the Corporation as at December 31, 1994 and the results of its operations and the changes in 
its financial position for the year then ended in accordance with generally accepted accounting princi- 
ples. As required by the Financial Administration Act, we report that, in our opinion, these principles 
have been applied on a basis consistent with that of the preceding year. 

Further, in our opinion, the transactions of the Corporation that have come to our notice dur- 
ing our audit of the financial statements have, in all significant respects, been in accordance with Part X 
of the Financial Administration Act and regulations, the Canada Business Corporations Act and the 


articles and by-laws of the Corporation. 
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Raymond, Chabot, Martin, Paré L. Denis Desautels, FCA 
General partnership | Auditor General of Canada 
Chartered Accountants 


Montreal, Canada | Ottawa, Canada 
Fepruary 10, 1995 February 10, 1995 


VIA Rail Canada Inc. 


Financial Statements 


As at December 31 


Balance sheet 


(in thousands) 


Current assets 


Accounts receivable 


Materials 


Investment, at cost 


Properties 


Deferred revenue 


Deferred credits 


Share capital 
Contributed surplus 
Deficit 


Notes be Jee Bel 
Cash and term deposits $ 8,406 $ 12,017 
7750 Sa 
Advance on contract 5 122872 197 
Receivable from the Government of Canada 16020 73,226 
18,568 20,209 
18582 RER 
Long-term assets 
Cash appropriated for asset renewal 3 pilic 9,500 
7 2,00 | 2,00 | 
Advance on contract © 4,121 16,485 
6 oe? 670,059 
661,012 698,045 
SEO) Sie $ 812,505 
Current liabilities 
Accounts payable and accrued liabilities 00280117 $ 102,821 
ÈS 51300 
107,880 108,171 
Long-term liabilities 
Network restructuring and reorganization charges 7 48,086 55,16 
1102 8,303 
55,568 63,464 
Shareholder’s equity 
8 9,300 9,300 
682,559 707,426 
(64256) (75,856) 
626,903 640,870 
OO ES 40 12505 


See accompanying notes to financial statements. 


Signed on behalf of the Board, 


HughK. Smith, Q.C. 
Director and Chairman of the Audit Committee 


A flans 


Marc LeFrançois 


Director and Chairman of the Board 
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VIA Rail Canada Inc. 


Financial Statements 


Year ended December 31 


Statement of operations 


(in thousands) 


Notes (974 as 
Revenue 
Passenger $ 163,590 2 (54240 
Other 12,838 es 
176428 NS ALFA 
Expense 
Customer services oy 257,652 
Equipment maintenance MIÉAS 7 145,618 
Marketing and sales 26,276 26,258 
Support services 48,855 19028 
General and administrative 8,926 She 
Amortization 49,381 48,396 
Reorganization charges / 19,942 13,560 
Income taxes ARS PAS 
508,597 Slee 22 
Excess of expenses over revenue before operating 
funding from the Government of Canada 22167 383,828 
Operating funding from the Government of Canada: 
Authorized | | (32,4500) (339,800 ) 
Not utilized 28,600 3,500 
Excess of expense over revenue Te 260 $ 47528 


Statement of reconciliation to operating funding from 


the Government of Canada 


(in thousands) 


EX@ess Ol expense Over revenue 


Items not requiring (providing) current operating funds: 
Amortization and losses on properties | 


Network restructuring and reorganization charges recovery 


Reorganization charges 


Operating funding surplus for the year 


1994 1993 
$ (39,269) $ (47,528) 
50,169 49,299 
(18,215) (12,730) 
7,364 10,985 
39,318 47,554 

$ 49 $ 26 


See accompanying notes to financial statements. 


VIA Rail Canada Inc. 


Financial Statements 


Year ended December 31 


Statement of contributed surplus 


(in thousands) 


(in thousands) 


1994 1993 
Balance at beginning of the year Sn MONE apse, > 4740 
Capital funding from the Government of Canada 255302 (19770 
Transfer to deficit: 

Non-cash transactions on properties (1992: $ 46,076) (SOsG7) (2277 |) 
Balance at end of the year S062 07 S$. /07A426 
Statement of deficit 

St 1993 
Balance at beginning of the year D 75,026 PATIO 
Excess of expense over revenue 59,267 47526 
Transfer from contributed surplus: 

Non-cash transactions on properties (1992: $ 46,076) (50,169 ) 60202 
Balance at end of the year > 67,756 > - 75,856 


See accompanying notes to financial statements. 
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VIA Rail Canada Inc. 


Financial Statements 


Year ended December 31 


Statement of changes in financial position 


(in thousands) 


Cash provided by (used in) operating activities 


Excession expense. Over revenue 


Non-cash charges (credits) to operations: 
Amortization of properties 
Losses on write-off, retirement and disposal of properties 
Amortization of investment tax credits 


Changes in assets and liabilities: 
Accounts receivable 
Advance on contracts 
Receivable from the Government of Canada 
Materials 
Accounts payable and accrued liabilities 
Deferred revenue 
Network restructuring and reorganization charges 
Deferred credits 


Cash provided by (used in) financing activities 


Capital funding from the Government of Canada 


- Receivable from the Government of Canada 
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Cash provided by (used in) investment activities 


Cash appropriated for asset renewal 

Acquisition of properties 

Advance on contract 

Proceeds from sale of surplus properties 

Accounts payable and accrued liabilities related to properties 


Cash and term deposits 


Increase (decrease) during the year 
Balance at beginning of the year 


Balance at end of the year 


Represented by: 
Cash 
Term deposits 


1994 1993 
$ (39,269) $ (47,528) 
45,182 45,327 
4987 3,972 
(788) (903) 
(1,547) (2209) 
282 Go 

(900) | 3,500 

1,64 | 2,697 
(5,294) 1,625 
(387) 976 
(7,075) (2411) 
(33) 505 
(3201) | 4,830 
25,302 | 1,779 
(4,802) Ev 
20,500 39,000 
(3,018) (3,068) 
(25,302) (11,779) 
0 (16,485) 

2,020 770 
5,390 (17,974) 
(20910) (48,536) 
(3611) 5,294 
12,017 6,723 

$ 8,406 SON Oly 
$ 1,141 $ 2,726 
7,265 9,29 | 

$ 8,406 Oy 


See accompanying notes to financial statements. 


VIA Rail Canada Inc. 


Notes to Financial Statements 
Year ended December 31, 1994 


LE 


Authority and objectives 


VIA Rail Canada Inc. is a Crown corporation named in Part | of Schedule Ill to the Financial 
Administration Act. It was incorporated in 1977 under the Canada Business Corporations Act. The 
Corporation's mission is to manage and provide safe, efficient, effective and economic rail 
passenger services in Canada to meet the needs of the travelling public. It uses the roadway 
infrastructure of other railway companies which also assure the control of train operations. 


The Corporation is not an agent of Her Majesty and is subject to the Income Tax Act 
(Canada) and those of certain provinces. 


Accounting policies 


These financial statements have been prepared by management in accordance with generally 
accepted accounting principles. The significant accounting policies followed by the Corporation are 
summarized as follows: 


a) Funding from the Government of Canada 


Operating funding, which pertains to services, activities and other undertakings of the 
Corporation for the management and operation of railway passenger services in Canada, is 
recorded in the statement of operations. The amounts are determined on the basis of operating 
costs less commercial revenues excluding non-cash transactions relating to properties, certain 
network restructuring and reorganization charges, and are based on the operating budget 
approved by the Government of Canada for each year. Operating results are reconciled to 
operating funding in the statement of reconciliation to operating funding from the Government of 
Canada. 


Funding to cover the costs of the network restructuring and reorganization charges is 
recorded as a recovery in the statement of operations in the year in which final settlements with 
or disbursements are made to employees or suppliers. 


Funding for capital expenditures is recorded as contributed surplus on an accrual basis. 


b) Charges under train service agreements 


Effective January 15, 1990, the Corporation entered into a train service agreement and other 
agreements with Canadian Pacific Limited for the use of tracks and train personnel, control of 
train operations and rolling stock maintenance. It also entered into a train service and other 
agreements with Canadian National Railway effective January |, 1989, to cover services provided 
by the latter. Charges under these agreements are not subject to adjustment by the National 
Transportation Agency. 

Prior to these agreements, the Corporation had an operating agreement with each of 
Canadian Pacific Limited and Canadian National Railway. The terms of these agreements are still in 
effect with respect to certain station facilities and ancillary services not yet covered by specific 
successor agreements. Charges under these operating agreements are subject to adjustment by 
the National Transportation Agency following a determination of the actual costs incurred each 
year, using railway costing methodology approved by the National Transportation Agency. Charges 
for the years 1989 to 1994 inclusive, have not been finalized. 


Charges under these agreements are recorded as incurred. 


c) Materials 
Materials are valued at weighted average cost. 
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VIA Rail Canada Inc. 


Notes to Financial Statements 
Year ended December 31, 1994 


d) Properties 

Properties acquired from Canadian National Railway and Canadian Pacific Limited at the start 
of operations in 1978 were recorded at the net transfer values while subsequent additions, 
including those acquired under capital leases, are recorded at cost. 

The costs of refurbishing and rebuilding rolling stock and costs associated with other property 
upgrading are capitalized if they are incurred to improve the service value or extend the useful 
lives of the properties concerned; otherwise, costs are expensed as incurred. 


e) Amortization of properties 


Amortization of properties is calculated on a straight-line basis at rates sufficient to write off 
the cost of properties, less their residual value, over their estimated useful lives, as follows: 


Rolling stock |2 to 30 years 
Maintenance buildings 25 years 
Stations and Facilities 20 years 
Infrastructure improvements > to°38 years 
Leasehold improvements 5 to 20 years 
Machinery and Equipment tO uy Eas 
Information systems 3 years 
Other Assets 7 to 10 years 


No amortization is provided for projects in progress or retired rolling stock. 


f) Leases 


Properties recorded under capital leases are amortized on a straight-line basis over 20 years, 
which is representative of their useful lives. 


Rental payments under operating leases are expensed as incurred. 


g) Income taxes 


Funding from the Government of Canada provided to the Corporation to cover operating 
costs is determined on the basis of current needs. For this reason, income taxes are accounted for 
on the taxes payable basis as there is reasonable expectation that all taxes payable in future years 
will be included in the government approved formula for reimbursement and will be recoverable 
at that time. 


h) Deferred credits 


Investment tax credits are amortized over the estimated useful lives of the related properties. 
The amortization of deferred investment tax credits is recorded as a reduction of the 
amortization of properties. Lease inducement credits are amortized over the term of the leases. 


i) Pension plans 


The Corporation has defined benefit pension plans, based on retirement age, compensation 
and length of service, covering all its permanent employees. 


The cost to the Corporation is determined by actuarial valuations which allocate to each year, 
the accrued portion of the benefits based on projections of employees’ compensation levels to 
the time of their retirement, prorated on employees’ years of service. 

Pension expense (Note 10) includes the cost of benefits attributable to services rendered 
during the current year the amortization of any unfunded liability in respect of past services and 
the amortization of experience gains and losses. These amortizations are calculated on a straight- 
line basis over the expected average remaining service lives of the active employee groups. 


VIA Rail Canada Inc. 
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j) Employee termination and special benefits 


Employee termination and special benefits provided for under labour agreements and special 
programmes are expensed in the year in which these costs are incurred. 


3. Cash appropriated for asset renewal 


The Corporation has been authorized by the Treasury Board of the Government of Canada 
to segregate proceeds from the sale or lease of surplus assets in a manner which ensures that 
these funds are retained for future capital projects. The Corporation is planning to invest these 
funds in support of future capital requirements. 


4. Investment 
The Corporation owns 4% of the common shares of Railroad Association Insurance, Ltd. 
(RAIL) for the purpose of maintaining a reinsurance facility. The book value of this investment, 


according to the financial statements of R.A.l.L. as at November 30, 1994, was $8.9 million 
(1993: $8.1 million). 


5. Advance on contract 


The advance on contract relates to the modernization of stainless steel coaches by Canadian 
National Railway. The advance to Canadian National Railway will be capitalized to rolling stock on a 
prorata basis upon delivery and acceptance of each of the 33 cars. 


6. Properties 


(in millions of dollars) Wee be 
Accumulated Accumulated 
Cost Amortization Net Cost Amortization Net 
Land ats = ae 255 = 42 
Rolling stock 530.8 2146 AE? SET) 204.5 552 
Maintenance buildings yh Note, 755 141.6 216.3 67.| 192 
Stations and Facilities Did. 7 205 26.3 6.0 20.3 
Infrastructure improvement 94.7 20.8 Yoo 87.6 18.4 69.2 
Leasehold improvements 622 422 CHE on. Sy Re 414 
Machinery and Equipment 294 18.2 MA pis) 16.3 [16 
Information systems 69.9 66.0 59 68.0 625 en 
Other assets PES) 20.6 Le 2 19.8 oe 
1,081.3 465. | 616.2 1,068.5 ae 636.6 
Projects in progress 254 AT 
Retired rolling stock (at salvage value) 3.6 one 
ae 670. | 


At December 31, 1994, the gross value of assets under capital leases included above was 
$5.9 million (1993: $6.1 million) and related accumulated amortization thereon amounted to 
$3.7 million (1993: $3.6 million). 


Projects in progress primarily consist of rolling stock modernization and station improvement 


projects. 
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1. 


10. 


Network restructuring and reorganization charges 


The Corporation approved plans for the restructuring of its transportation network on 
October 4, 1989 as well as management reorganizations in November 1993 and October 1994. 
The major costs related to these plans were: 


a) severance payments and employment security benefits governed by labour agreements and 
special programmes which may extend over several years; 


b) surplus properties that have been written down to their estimated salvage value and are being 
disposed of; and 


c) lease cancellation penalties, materials devaluation and other costs. 


At December 31, 1994, a provision of $68.8 million (1993: $71.9 million) has been recorded 
to provide for the on-going costs of the network restructuring and reorganizations. 


Share capital 


The authorized share capital of the Corporation is comprised of an unlimited number of 
common shares of no par value. As at December 31, 1994 and 1993, 93,000 shares at $100 per 
share are issued and fully paid. 


Commitments 


a) The future minimum rental payments relating to operating leases mainly for real estate, 
computer equipment and services are as follows: 


(in millions of dollars) 


1295 8.8 
1996 13 
Pa 73 
1998 Tes 
1999 76 
Subsequent years up to 2034 2348 

Dot 


b) As at December 31, 1994, the Corporation has outstanding commitments amounting to 
$52.4 million (1993: $51.7 million), of which $17 million has been paid as an advance on 
contract, mainly in respect of upgrading rolling stock and:equipment. 


Pension plans 


The latest actuarial valuations ofthe pension plans were carried out as at December 31, 1993 
by external actuaries who are members of the Canadian Institute of Actuaries. Based on these 
valuations and actuarial projections made for 1994, the accumulated plan benefits as at December 
31, 1994 are $819.0 million. The net assets available to provide for these benefits at actuarial 
adjusted market values as at that date amount to $839.4 million. 


Using the method identified in the pension plans accounting policy (Note 2 1), the pension 


expense for 1994 was $8.0 million (1993: $18.7 million) and included amortization of past service 
costs and experience gains and losses. 
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Il. 


Related party transactions 


The Government of Canada authorized operating payments to the Corporation 


$321.5 million (1993: $339.8 million) and capital funding of $47.6 million (1993: $40.2 mill 


of 


on) for 


1994. Primarily as a result of expenditures being less than budget, the Corporation's funding 


requirements were as follows: 


(in millions of dollars) 


Funding from the Government of Canada: 
Operating funding 
Network restructuring and reorganization charges recovery 
Total Operating funding utilized 
Capital funding utilized 


In the normal course of business, transactions with other Crown corporations amounted to: 


(in millions of dollars) 

Revenue 

Operating expenses 

Capital expenditures 

Balance payable (receivable) at the end of the year 


(994 LS 
DAT 5256 
| 8.2 [ey 
222 336.3 
258, ite: 
21/82 348.1 


1994 


195 
6.2 
Vices 


Oe 


hep 


In addition to these related party transactions and those disclosed elsewhere in the financial 
statements, the Corporation is related, in terms of common ownership, to all Government of 
Canada created departments and agencies. The Corporation enters into transactions with these 


entities in the normal course of business. 


. Contingencies 


In the ordinary course of business, various claims and lawsuits have been brought against the 


Corporation and it is the opinion of management that the settlement of these actions will n 
result in any material liabilities to the Corporation beyond any amounts already provided. T 
Corporation's collective agreements expired on December 31, 1993 and are currently under 


negotiation. Numerous grievances have also been filed against the Corporation, the outcome 


which is not determinable nor quantifiable at this time. The outcome of these contingencies will be 


allocated to operations in the year in which it occurs. 


ot 
he 


of 
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Corporate Directory 


As at December 31, 1994 


Board of Directors 


André Audet, Montreal, Quebec 

Andrew F. Coffey, Thunder Bay, Ontario 

Stan Hagen, Courtenay, British Columbia 

Stuart Hendin, O.C., Ottawa, Ontario 

Terry W. Ivany, President and Chief Executive Officer, Montreal, Quebec 
Errol Johnson, Montreal, Quebec 

Morris Kaufman, Winnipeg, Manitoba 

Marc LeFrancois, Chairman of the Board, Montreal, Quebec 
Jeffery Lyons, Q.C., Toronto, Ontario 

John D. McElwain, Q.C., Toronto, Ontario 

Doug Shippee, Saint John, New Brunswick 

Hugh K. Smith, Q.C., Halifax, Nova Scotia 

Helen M. Swan, Saskatoon, Saskatchewan 


Officers 


Marc LeFrançois, Chairman of the Board 

Terry W. lvany, President and Chief Executive Officer 

Paul Côté, Vice-President, Customer Services 

Robert J. Guiney, Vice-President, Equipment Maintenance 

Michael Gushue, Vice-President, Public Affairs and Human Resources 
Christena Keon Sirsly, Vice-President, Marketing 

Carole Mackaay, Corporate Secretary 

J. Roger Paquette, Vice-President, Planning and Finance, and Treasurer 


Committees of the Board 


Executive Committee 
Marc LeFrançois, Chairman 
Terry W. lvany 
al Uiciau se Sianitiay OG, 


Investment Committee 
Jeffrey Lyons, Q.C., Chairman 
John D. McElwain, Q.C. 
André Audet 
Stan Hagen 


Human and Financial Resources Committee 
Doug Shippee, Chairman 
Andrew F. Coffey 
Stuart Hendin, Q.C. 
Errol Johnson 
Morris Kaufman 
Audit Committee 
Hugh K. Smith, Q.C., Chairman 
Jeffery Lyons, Q.C. 
Helen M. Swan 


VIA Office Locations 


Headquarters and 
Quebec 

2 Place Ville Marie 
Montreal, Quebec 
HBB 209 


Phone: (514) 871-6000 


Postal address: 

PO. Box 8116, Station A 
Montreal, Quebec 

A3c 3IN3 


Atlantic 

1161 Hollis Street 
Halifax, Nova Scotia 
B3H 2P6 


Phone: (902) 494-7900 


Ontario 

55 York Street 
Suite | 300 
Toronto, Ontario 
MSP TR? 


Phone: (416) 868-721 | 


West 

104-123 Main Street 
Winnipeg, Manitoba 
R3C 2P8 

Phone: (204) 949-7400 


| 150 Station Street 
Vancouver, B.C. 
V6A 2X7 


Phone: (604) 640-3700 
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VIA Rail Canada Inc. Annual Report 1995 | 


The Honourable David Anderson, P.C., M.P. 
Minister of Transport 


Ottawa 


Dear Minister : 

In accordance with the provisions 
of the Financial Administration Act, | am 
pleased to submit VIA Rail Canada Inc.’s 
annual report for the year ending 


December 31, 1995. 


A ans 


Marc LeFrançois 


Chairman of the Board 


THE YEAR AT A GLANCE 


The Key financial indicators and operating statistics summarize the performance of the 


corporation for the year. Certain comparative figures have been reclassified to conform with 


the presentation adopted in 1995. 


Key financial indicators 


(in millions of dollars) 1995 1994 1993 1992 1991 

*Cash operating expenses 397.3 438.5 485.2 487.1 478.1 
Total operating revenue 1670 176.4 164.2 155.8 150.1 
Government funding: 

* Cash operating expenses 2202 2021 321.0 DORE 328.0 
Capital expenditures 39.6 2010 11.8 44.7 40.1 
Reorganization charges 39.0 30.8 15.3 12.9 24.7 

Total 295.4 318.2 348.1 388.9 392.8 
Key operating statistics 
*Revenue/Cash operating 
expenses ratio (%) 44.0 40.2 33.8 92.0 31.4 
Total passengers carried (000's) O0 3,086 3,010 3,601 D 000 
Total passenger miles (000's) 859,088 834,142 819,607 en REZ AN 820,182 
Government operating funding 
per passenger mile (cents) 29.8 BO. I 41.0 42.1 43.0 
Train miles operated (000%) 6,219 6,524 6015 6,483 6,247 
Car miles operated (00055) 37,100 36,351 35,861 35,993 35,890 
Average passenger 
load factor (%) 61.1 60.0 58.8 56.6 Dias 
Average number of passenger 
miles per train mile 138 128 126 126 131 
On-time performance (%) 86 87 90 90 90 
Number of employees at vear-end 3,178 3,118 4,131 4,478 4,402 
*Cash operating expenses exclude amortization of properties and reorganizalion charges. 
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CHAIRMAN’S MESSAGE 


Rapid change has become a way of life for almost every Canadian corporation. VIA Rail Canada is 
no exception. And although our transformation is ongoing, this annual report gives us an occasion to 


evaluate the changes VIA has made in the last few years. 


Since 1992, VIA has accomplished what many had not thought possible. We have improved 


service levels while dramatically reducing the overall expenses of the corporation. 


Our financial results are inspiring — VIA has been able to reduce funding from the government of 
Canada for cash operating expenses from $331 million in 1992 to $222 million in 1995, a decrease of 


$109 million. 


While these financial results are themselves impressive, their real significance is that they have 
been accomplished with a national rail system still intact, still vibrant, still addressing the travel 
needs of Canadians and still contributing to the financial well-being of the country and that of more 


than 400 communities. 


Reassuringly, 95 percent of our customers report that VIAS service meets or exceeds their 


expectations for train travel. 


Some may ask how a Crown Corporation achieved these results? First, we decided to rethink how 
public enterprise could be more effectively managed. This took confident and committed leadership 
day in and day out. President Terry Ivany has instilled private sector thinking in VIA and takes, as an 


article of faith, that we can reduce our costs while improving service. 


His management team has rethought our organization and renegotiated long standing and 
outdated labour agreements. But the most important change was how we chose to meet these 
challenges. We involved all of our employees in a fundamental re-thinking of VINS approach to doing 
business. We rethought our management style, operations, employee relations, how we delivered 


service, and how we measured our performance. 


This process has inspired employees at every level to generate the new ideas and fresh 
approaches which have allowed VIA to eliminate anything that does not enhance their ability to better 


serve their customers. 


As part of our new focus, we have been streamlining our organization and driving out 
unnecessary costs. Employees have made an outstanding effort to find new and better ways to work, 


to establish and track individual and group performance goals, and to enhance customer service. 


VIA sees consistently superior customer service as its Key to competitiveness, and is committed 
to continuous improvement in every area of customer service. 

Under the leadership of VIAS officers and with the full support of the Board of Directors, 
dedicated employees throughout the organization have laid the foundation for the new VIA Rail. 

In 1996, we take on an even greater challenge — to be the best passenger service company in 
Canada, gladly competing head to head with every other transportation company for that recognition. 

Our transformation is a work in progress and will remain so. That’s how we like it. In 1996. there 
are new, immediate and refreshing challenges: to build greater public recognition and awareness of 
our service as a practical, desirable mode of travel, and to continue to support the drive to maximize 
self-sufficiency. 

[ invite you to see the transformation of Canada’s national passenger rail service for yourself. 
Start by reading our 1995 Annual Report. If you are impressed with what we have to say, just wait till 
you meet the people who have made the new VIA Rail. We are proud of what we have accomplished. 


We want you on board. Try our service. We intend to have you back. 


A ans 


Marc LeFrançois 


Chairman of the Board 


PRESIDENT’S MESSAGE 


For the third straight year, VIA has delivered on its commitment to maximize cost efficiencies 
while improving customer service. We are aggressively closing the gap between total revenues and 
cash operating expenses — a gap we have narrowed by 33 per cent or $109 million since 1992. In 


1995, largely due to our cost control efforts, we closed the spread by $40 million compared to 1994. 


CLOSING THE GAP This focus on reducing expenses has enabled VIA to 


diminish the total federal government subsidy, which 
includes restructuring and capital funding, by $23 
million in 1995. Over the last three years, we have 
reduced our reliance on government funding by 24 per 
cent, bringing the reduction in total government funding 


to $94 million per year compared to 1992. 


Cash operating expenses decreased to $397 million 


from $438 million in 1994, an improvement of $41 
1991 1992 1993 1994 1995 


Be Cash IB Total © Government Funding million. Cost reductions of this magnitude would be an 
Operating Expenses* Operating Revenues Cash Operating Expenses* 
“Does not include amortisation of properties and reorganization charges 


achievement for any company. What is truly outstanding 


is that VIA employees were able to improve service at the same time. 


In three years, employees have transformed VIA from a product-centered, operationally-focused 
corporation into a customer-centered, cost-conscious passenger service operator. Employees 
throughout the organization have accepted the challenge of analyzing the value and cost-effectiveness 
of their work, making the necessary changes, and measuring the effectiveness of these changes. 


VIAS success in 1995 is due in a big way to the success of their efforts. 


VIA Rail has emerged as a leaner, more competitive organization. During the year, 540 employees 
left our organization, leaving the total number of employees at year-end at 3,178, a decrease of 29 
percent from 1992. A 45-per-cent reduction in managerial and administrative staff over the last three 


years has been made possible by tightly focusing activities on customer service. 


We faced a nine-day strike in March, following many months of difficult and eventually 
unsuccessful discussions with our unions. Our objective during these negotiations was to modernize 
long-standing collective agreements to reflect VIAS current business realities. Following the strike, a 


special commission and a mediatior/arbitration process recommended a number of changes to the 


agreements which will allow VIA to 
reduce costs while paying our employees 
a fair wage for a fair days work. 

With the strike behind us, intensive 
marketing and customer service efforts 
during the balance of 1995 enabled VIA 
to maintain our ridership and customer 
service levels, on-time performance and 
total revenues. 

The federal government's decision to 
privatize CN also represented potential 
long-term obstacles for VIA, given that 
97 per cent of our operations run over 
CN track. We negotiated a new 
agreement and dispute resolution 
mechanism which resulted in some 
significant gains for VIA Rail, including 
a ten-year extension of the Train 
Services Agreement to the year 2008 for 
use of CN tracks and an agreement on 
rents for CN land that VIA maintenance 


centres OCCUpy. 


VIA Rails executive team: from left to right (front) Terry Ivany, President 
and Chief Executive Officer; Marc LeFrancois, Chairman; (middle) 
Christena Keon Sirsly, Vice-President, Marketing; Richard McConnell 
Vice-President, Education and Organizational Enhancement: Paul 
Côté, Vice-President, Public Affairs and Human Resources: (lop) John 
Varginson, General Manager, Equipment Maintenance; Mike Gushue, 
Vice-President, Customer Services; and Roger Paquette, Vice- 
President, Planning and Finance, and Treasurer 

ee eee 


VIA Rail is ready to focus on improving the consistency and quality of our service and increasing 


ridership in 1996. Customer service training initiatives begun in 1995 will continue in 1996 and 


beyond, becoming, for employees, an ongoing opportunity to refresh and hone their skills. 


New VIA products and services are being launched throughout Canada in 1996. In southwestern 


Ontario and on some remote Northern routes, we will complete the project to replace our blue-and- 


vellow, steam-heated cars with modernized, fully-refurbished stainless-steel equipment, an excellent 


example of the new VIA at work. The capital cost of refurbishing these trains, financed through 


internal productivity improvements, was significantly less than the cost of new cars, allowing VIA to 


provide improved comfort and reliability at lower operating Cost. 


In 1996, we will launch a customer reward program for frequent travellers, complete the launch 
of new uniforms for our 1,800 customer service employees across Canada, continue to improve our 
schedules and aggressively market our service, particularly to business travellers in the Quebec City- 


Windsor Corridor market. 


We will deliver the highest quality passenger service to our customers and continue to seek out 
and eliminate any unproductive costs. With this strategy of revenue growth and rigorous cost control, 


we expect to reduce our total government subsidy by a further $30 million in 1996. 


For many years, VIA has been compared against other passenger rail systems in the world. We 
can hold our own against any of them. But that’s not good enough. For VIA, success will be measured 
against other passenger services available here in Canada. I believe our results in 1995 demonstrate 
that VIA has the people, the products, the organization and the drive to compete successfully with any 


passenger service in Canada. In 1996 we intend to do just that. 


Terry Ivany 


President and Chief Executive Officer 


OTE 
VIA RAIL 1995 


Putting the customer first 


The transformation of VIA continued in 1995, focusing on providing excellence in service 
quality while at the same time reducing costs. This was accomplished while maintaining the 
existing train services network, a remarkable achievement. Not content to set our sights low, 


VIA is determined to become the best passenger transportation company in Canada. Period. 


In 1995, every employee at VIA was asked to put the customer first while looking at the 
manner in which they conducted their business and to eliminate anything that did not add value 


to VIA customers. 


The results were impressive. The decrease in total government subsidy totaled $23 million 


in 1995 as compared to 1994, bringing the total reduction to $94 million since 1992. 


In 1995, cash operating expenses decreased to $397 million, down from $438 million in 7 
1994. Since 1992, the level of cash operating expenses has decreased by $90 million while 


customer Satisfaction levels remained in the high nineties. 


In spite of a nine-day rail strike in March, both the total number of passengers 
carried and passenger revenues remained virtually unchanged from 1994. VIA carried 


3.6 million passengers and earned passenger revenues of $163 million in 1995. 


Lower Cost and Improved Service 


This progress was based on stringent cost management and building a strong, customer- 


focused, private-sector work ethic. 


NUMBER OF EMPLOYEES 


There is no question that much of the company’s cost savings 
in 1995 were achieved through streamlining. VIA reduced its 
workforce by 15 per cent to 3,178, a decrease of 540 positions 
from 1994, bringing the total reduction from 1992 to some 1,300 


positions or 29 per cent. 


True change starts when VIA people everywhere ask them- 


Selves jUSLone. question= NE "= s-aass0sn sence 
TOTAL GOVERNMENT FUNDING 
add value for my customer?” and (in millions) 


1991 1992 1993 1994 1995 


NET OT Cure then take responsibility for making 


I Non-unionized M Unionized 


necessary changes. 


VIA Rail people have learned to get the most from the least. 


The following examples represent only a few of the many VIA cost- 


saving ideas that came from our employees in 1995. 
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EQUIPMENT RELIABILITY INDICATORS 


(miles between delays over 5 minutes caused by mechanical failure.) 


e Reducing the idle speed of locomotives on stand-by 
overnight at Niagara Falls. 
Cost reduction $48,000 in 1995 

e <A review of activites at the Halifax maintenance 
centre led to efficiencies in plant maintenance. 
Cost savings $88,000 in 1995 


e Local negotiations at Windsor, Ontario resulted in 


better accommodations for employees, at lower cost. 


LOCOMOTIVES 


Cost savings $90,000 over 3- year contract 


Not one of these cost reductions lessened the quality of our service to our customers. This 
reflects the commitment that VIA employees have shown to our mission statement: high-quality, low- 
cost passenger rail service. 

\dditionally, we are getting more from our equipment. The capital investments made to modernize 
equipment along with improved preventive maintenance and better-skilled employees are resulting in 
dramatic improvements. VIAS equipment maintenance team increased the reliability of VIA 
locomotives by 20 per cent and cars by an incredible 79.5 per cent in 1995 as measured by the 
number of miles between delays caused by mechanical failure. This helped reduce overall equipment 


maintenance expenses by over $15 million last year. 


VIA understands that better reliability means better service for our 
customers. With the addition of more renovated stainless-steel equipment 
in 1996, reliability is expected to rise yet again. Major fleet refurbish- 
ments will quickly pay off in lower repair costs as well as improved 
passenger comfort. 

VIA is trying wherever possible to share or privatize the responsi- 
bilities of owning and running our train stations. Those that remain are 


being used as office and retail space by other vendors, and for special 


events like dances and festivals, which contributed to our non-train 
revenues of over $11 million in 1995. 

\ll of this has resulted in a third straight year of considerable cost reductions with no cuts to 
train service. The result, we believe, of strong management, empowered employees and a clear 


purpose of providing excellence in customer service. 


| 
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A new approach to doing business 
has resulted in improved service and a dramatic 
reduction in expenses. 


VIA RAIL 1995 


Training For Excellence in Customer Service 


Group by group, department by department, VIA employees are working together to set specific 
goals and track their performance. Through VIAs Performance Enhancement program, employees are 
translating the company’s strategic plan into individual and team-based action plans. This approach, 
which is based on behavioral management principles, is winning support through the organization as 
employees take charge of their actions. 

We know our future successes will come from our ability to create what we call ‘PMCKEs’ or 
‘positive memorable customer experiences.’ In 1995, we launched a training program entitled 
‘Achieving Excellence in Customer Service’ that was developed to help VIA front-line employees 
manage key ‘point of contact’ interactions with customers. Referred to as ‘moments of truth’, these 
interactions are critical in enhancing customer perceptions of our services. 

VIA supervisors and unionized employees with supervisory responsibilities are receiving intensive 

10 training in the skills they need to support and encourage front-line employees to provide excellent 


service. 


VIAS new approach to employee education is to view it as a continuous process. We 
now offer courses in several phases, reuniting employees at regular intervals so they can 
refresh their knowledge and share their experiences in applying their new skills in the 
workplace. 


Providing safe transportation for passengers and a safe workplace for employees is a 
top priority for VIA Rail. In 1995, we developed an “Emergency Response” training program, making 
use of the latest training techniques. Through video and situational training, front-line employees are 
learning how to better handle emergency situations. To improve safety in the workplace, we updated 
our safety policy and conducted health and safety evaluations in all operational areas across VIA. This 
has enabled us to establish performance baselines to better plan further initiatives and measure 
progress. VIA is already seeing improvement with a decrease in both lost-time injuries and lost days 
at work in 1995. 


The Labour Agreements 


An important element of VIAS transformation was the modernization of our labour agreements. 
VIA endured a nine-day strike in March, which resulted in a mediation/arbitration process. In the end, 
new collective agreements, some with completely restructured compensation arrangements, were 
imposed by binding arbitration. The effect is VIA can run its operations with greater efficiency and 
effectiveness. 

Today, VIA management and union 
representatives are working together to tackle 
our real opposition: other competitors in the 
passenger services industry. 
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VIA RAIL 1995 


The Services 
1. The Corridor 


Two-thirds of VIAS passenger revenues come from services in the densely populated “Corridor” 
between Quebec City and Windsor, of which business travel accounts for approximately 30 per cent of 
our passengers. 

We know through experience and research that our products and service capabilities equip us 
well to meet the needs of the business traveller who places high value on the ability to make 


productive use of travel time and on excellent service. 


Interestingly, in 1995, air tickets for business grew by 4 per cent while train tickets for business 
erew by 13 per cent. In the Corridor, total VIA ridership was up slightly but revenues dipped 4.5 per 


12 cent, mainly because of the March strike. On-time performance remained high at 87 per cent. 


With trip times between Toronto and Montreal of under four hours on its express 


service, VIA can compete with other passenger modes in terms of downtown-to- 


downtown travel time while winning hands-down for comfort, space and service. In this 
important market, our focus on responsive service and additional frequencies will 


steadily increase our market share. 


In 1995, VIA began replacing its blue-and-yellow, steam-heated cars in southwestern Ontario 
with fully-modernized, stainless-steel equipment. In all, 33 cars will be introduced meaning all 
services in southwestern Ontario will be operated with either these modernized cars or VIAS LRC 
equipment. The introduction of the refurbished cars, with interiors that feature better temperature 
control and lighting, a smoother and quieter ride, more comfortable seating and a larger baggage 


area, Will significantly improve the quality of VIAS services in this important market. 


In many ways these refurbished cars represent the new VIA — this investment in our customers’ 


comfort was financed internally through revenue growth and expense reductions. 


| 
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VIA sees consistently superior | 
customer service as its key to competitiveness. 
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VIA RAIL 1995 


2. Western and Eastern Services 


Our Western and Eastern services cater not just to cost-conscious inter-city travellers, but also to 


domestic and international tourists wanting the experience of seeing Canada by train. 


In 1995, we added capacity on our Toronto-Vancouver route, lengthening our trains on the 
Canadian to capitalize on continued strong demand for the unforgettable experience of travelling 
through the Rockies by rail. We introduced an all-inclusive meal plan for “Silver & Blue” first class 
passengers. We simplified the popular 
CanRailPass, providing flexible ticketing and 
discount rates for travellers who want to 
travel extensively throughout Canada. This led 
the way for a 13-per-cent increase in 
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revenues over 1994. 


VIAS Eastern service features two routes: the Ocean extends from Montreal 
to Halifax through the St. Lawrence River Valley and the scenic Maritime 
provinces and the Chaleur heads from Montreal up Quebec’s scenic Gaspé 
Peninsula to Gaspé. Ridership grew by 4 per cent in our Eastern services 
with a total of 273,000 passengers in 1995, 11,000 more than the previous year. 


3. Remote Services 


VIA provides essential service to a number of remote Canadian communities. In 1995, we began 
to implement a number of measures to operate these services in a much more cost efficient manner 
while improving service to local residents. In 1996, we plan to make comprehensive improvements to 
these services and market them as tourist ‘destinations’ in their own right. 

The Market 


In 1995, the Canadian travel market grew about four per cent and was characterized by 
continuing instability and fierce competition in the airline industry. VIA responded to ongoing price 
wars with aggressive fare reductions. Following the rail strike in March, VIA offered 50 per cent off 
virtually all trains in the network to‘recover some of our 


passengers who had left to use other modes of transportation. 


VIA promoted its service through a variety of creative and 
unusual applications. In April 1995; for example, VIA 
developed an interactive marketing promotion in conjunction 
with the CBC and Radio Canada. Viewers watching popular 


movies were invited during VIA advertising to dial a 1-900 


number to enter their names in a draw for train trips across Canada. We received over 30,000 calls. 
Response to direct mail campaigns proved extremely successful by industry standards. In the fall, 

VIA completed a mailout to households across Canada to generate off-peak travel bookings for Silver 

& Blue first class service on our western transcontinental route. This initiative had favourable results 


for VIA. For the first time, Silver and Blue will be filled in the off-peak months of March and April. 


We are also attracting customers by increasing the ease with which travellers and travel agents can 
access information and book travel on VIA. In 1995, we completed a program to make our services 
available through the travel industry's major computer reservation systems, such as Sabre, Galileo 
Canada, Worldspan and Apollo US and we opened a site on the Internet. Now. with only a few 
keystrokes, customers and travel planners around the world 
can access information on our products, services, schedules 
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and fares and book travel on VIA. 


Intermodal agreements represent another opportunity to 
reach out to travellers with convenient travel options. In 1995, 
we signed a major interline ticketing agreement with Trentway- 
Wagar bus lines, providing customers between Toronto- 
Montreal and Toronto-Ottawa with better connections and 
choices of service. Similar arrangements exist with two 


Maritime bus services. We believe that greater coordination of 


schedules and services between passenger carriers is vital to 
better serving our customers and to the financial health of our industry as a whole. 
Looking Ahead 

Over the last few years, VIA has achieved what many saw as “mission impossible” — to 
dramatically reduce our costs and dependence on government subsidy without sacrificing service. 
Now we are ready to begin a new mission — to make rail a major force in passenger travel in Canada. 

This is the vision of our strategic plan that will provide our direction for the next five years. 
Specific goals for customer service, growth, financial performance, people and safety will be the 
benchmarks against which VIA will measure its ability to provide “Service for Success.” 

In 1996, we will pull out all the stops to get more people to “try the train,” because we know that 
once aboard, our service will bring them back — whether they are travelling on business, to see 
friends or relatives, for school or to experience Canada by train. 


In the Corridor, we are ready for business. With frequent, fast trips, high-quality service 


VIA RAIL 1995 


and extra features for business travellers, we are ready to prove that our service offers business 


people the most productive and comfortable travel experience. 


Our western transcontinental service continues to grow in popularity, and has become not just a 
way to get there, but also a travel experience in its own right. In the summer of 1996, we will make 
this experience available to more people by boosting seating capacity between Toronto and 
Vancouver. We will also work closely with other travel operators to increase off-peak use of our 
service — offering products such as winter ski packages. Looking east, we will work to increase 
the visibility of the Ocean as an attractive travel experience — a lower cost, less time-consuming 


alternative to our western service... a bed-and-breakfast on wheels, rolling East. 


Across the system, we will improve customer access to our service, through more extensive 


reservations and ticketing arrangements with our travel partners. We will continue work on a new, 
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state-of-the-art, customer-focused reservation system that is slated for introduction in 1997 to 
replace our current system. In addition to costing less to operate, it will improve service 


and provide the ability to respond more rapidly to changing market conditions. 


In 1995, VIA began to introduce new uniforms for its front-line employees. By early 


1996, some 1,800 employees will be outfitted in the new blue with silver trim uniforms, 


the first time that all front-line personnel including conductors and engineers will sport 
the same look. This is symbolic of a company whose front-line staff share more than a common 


appearance but a mutual purpose as well: to better serve our customers. 


We will focus our efforts in 1996 on increasing the number of VIA customers who rate our service 
as “exceeding expectations,” because we feel customers must view our service as exceptional. We will 
also ask our customers to compare us to our competitors, to get a more accurate reading of how we 
fare against other passenger modes. This will give us an objective measurement tool against our 


vision — to be the best passenger transportation service in Canada. 


We are out to surprise Canadians from one end to the country to the other with the news that 


passenger rail service works for their business and pleasure needs. 
In 1995, we set in place the strong financial and operational base and consistent superior 
service we need to support and launch an all-out campaign 
to increase ridership. In 1996, we take on this newest 


“mission possible” with confidence in our own vitality and 


viability. For the VIA Rail of the 90s has a story worth 


telling — and a service worth trying. 


VAA TER AANINL “ECFAUN SAS DEA L-N'CS: 
| (a TE : 
MANAGEMENT REPORT. 


ESA EE CSE 
YEAR ENDED DECEMBER 31, 1995 


Management of the Corporation is responsible for the preparation and integrity of the 
financial statements contained in the Annual Report. These statements have been prepared in 
accordance with generally accepted accounting principles and necessarily include some 
amounts that are based on management’ best élites and judgement. Financial information 
used elsewhere in the Annual Report is consistent with that in the financial statements. 
Management lee that the statements present fairly the financial position of the 
Corporation, the results of its operations and the changes in its financial position. 

To fulfill its responsibility, the Corporation maintains Systems of internal accounting 

; controls, policies and procedures to ensure the reliability of financial information and the 

safeguarding of assets. The internal control systems and financial records are subject to reviews 17 
by Samson Bélair Deloitte & Touche, general partnership as internal auditors as well as the 
“Auditor General of Canada and Raymond, Chabot, Martin, Paré, general partnership during the 
audit of the financial statements. 

The Audit Committee of the Board of Directors, consisting solely of outside Directors, meets 
periodically with the internal and external auditors and with management, to review the scope 
of the audit and to assess reports on audit work performed. The financial statements have been 


reviewed and approved by the Board of Directors on the recommendation of the Audit Commitee. 


T. W. Ivany J. R. Paquette 
President and Vice-President, Planning and 


Chief Executive Officer Finance, and Treasurer 


Montreal, Canada 
February 16, 1996 


AUDITORS’ REPORT 


To the Minister of Transport | 

We have audited the balance sheet of VIA Rail Canada Inc. as at December Bd, 1995 and DITES 
the statements of operations, reconciliation to operating funding from the Government of 
Canada, contributed surplus, deficit and changes in financial position for the yeariiicn ended. 
These financial statements are the responsibility of the Corporation's reece Our 
responsibility is to express : an opinion on these financial statements based on our audit. 

We conducted our audit in one wal eonerally accepted auditing standards, Those 
standards require that we plan and perform an audit to obtain reasonable assurance whether 
the financial statements are free of material misstatement. An audit includes examining, ona 3 
test basis, evidence supporting the amounts and disclosures in the financial Bite niente An 
audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. 

In our opinion, these financial statements present fairly, in all material respects, the 
financial position of the Corporation as at December 31, 1995 and the results Ae de 
and the CRARess in its financial position for the year then ended in accordance with generally 
accepted accounting principles. As required by the Financial Administration Act, we. report 
that, in our opinion, these principles have been applied on a basis consistent with that of the 
preceding year. | | 

Further, in our QU the transactions of the Corporation that have come to our notice 
during our audit of the fnanciat statements have, in all significant respects, been in accordance 
with Part X of the Financial Administration Act and regulations, the Parade Business 


Corporations Act and the articles and by-laws of the Corporation. 


Raymond, Chabot Martin. Paré : a L. Denis Desautels, FCA 


General partnership ——_ - Auditor General of Canada 


Chartered Accountants 


Montreal, Canada aE : Ottawa, Canada | 
February 16, 1996 ae February 16, 1996 


VIA RATE CANADA INC: 


FINANCIAL STATEMENTS 


AS AT DECEMBER 31 


__ Balance Sheet 
- (in thousands) | 


Nan | | | Notes 1995 1994 
_ Cash and term deposits. . 89.256 $ 8,406 
~ Accounts receivable 3 ee 00 9,758 
Advance on contract as 5 4,789 12,879 
. Receivable from the Government of Canada 83,335 78,928 
Materials rae | + TO TBO 18,568 — 
See Te G22 105 | 07128580 
Long-term assets 
_ Cash appropriated for asset renewal Se 3 20 O2: 12,518 
Investment, at cost — oe 4 2,001 2,001 
Properties 06 636,195 | 647,293 
= Fos _ 661,268 661,812 
NT $ 783,373 $ 790,351 
Current liabilities ; | 
Accounts payable and accrued liabilities | $ 105,952 $ 102,917 
‘Deferred revenue _ gee hye fol . 4,963 
RS ee a 111,083. ~ 107,880 
Long-term liabilities. 
Network restructuring and reorganization charges — vi 22,740 48,086 
Other: =: RER 9,097 7,482 
21,831: |: 00,068 
Shareholder’s equity 
Share capital ; | 8 (9,800 9,300 
Contributed surplus nee 683,064 682,559 
Deficit (51,914) (64,956) 
: : | 640 453 | ~ 626,903 
$ 783,373 | $ 790,351 


See accompanying notes to financial statements. 


Signed on behalf of the Board, 


Mf bane 


Hugh K. Smith, Q.C. — Marc LeFrancois 
Director and Chairman Director and Chairman 
of the Audit Committee of the Board 
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SAC CR ASL 6 AN Dea ce On 


FINANCIAL STATEMENTS 


LAT 
YEAR ENDED DECEMBER 31° - 


Statement of operations 
(in thousands) 


Revenue 


Passenger 
Other 


Expenses 


Customer services 
Equipment maintenance 
Marketing and sales 
Support services 

General and administrative 
Reorganization. charges 
Capital taxes 


Operating funding from the 
Government of Canada 

Results before amortization 

Amortization 

Net results 


Notes 


oe 


1995" 


8 163,403 


11571. 


eed Ta OTA | 


229471 


98,734 
25.800: 
36,142 
7,256 
20,412. 
917 


418,322 
243,348 


255,779 


12.431 


38,509 


$ (26.078) | 


Statement of reconciliation to operating funding from 


the Government of Canada 
(in thousands) 


Net results 


Items not requiring (providing) current operating funds: 
_ Amortization and gains\losses on properties | 
Network restructuring and reorganization 
charges recovery 


Operating ue surplus for the year 


See accompanying notes to financial statements. 


1995 


_$ (26.078) 


39123 


(13,023) 


26,100 
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VDA RAPD LYC A’N A D-A: HN. C : 


FINANCIAL STATEMENTS 


YEAR ENDED DECEMBER 81 


Statement of contributed surplus 
(in thousands) 


Balance at orice of the year 
Capital funding from the Government of Canada 


Transfer to deficit: 
Non-cash transactions on properties (1993: $49,299) 


Balance at end of the year. 


Statement of deficit 
(in thousands) 
Balance at beginning of the year 


er ens 


Transfer from oongribided surplus: 
Non-cash transactions on properties (1993: $49, 299) 


Balance at end of the year 


See accompanying notes to financial statements. 


1995 


$ 682,559 


39,628 


(39,123) 


$ 683,064 


1995 


$ 64,956 


26,078 


(39,123) 


$ 51,911 


1994 


$ 707,426 


25,302 


(50,169) 


1994 


-$ 75,856 


39,269 


(50,169) 


$ 64,956 
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VE AS RALES CAN D ASE NO 


EPA IES STATEMENTS 


YEAR ENDED DECEMBER 31 


Statement of ae in financial position 


(in thousands) 


Cash provided by (used in) aneraune activities : 


Net results 


Non-cash charges (credits) to operations: 
Amortization of properties 


Losses (gains) on write-off, retirement and disposal . 


of properties : 
Amortization of investment tax credits 


Changes in non-cash working capital _ 


Network restructuring and reorganization charges — 


Other long-term liabilities 
Cash provided by (used in) financing activities 


Capital funding from the Government of Canada 
Receivable from the Government of Canada 


Cash provided by (used in) investment activities — 


Cash appropriated for asset renewal 

Acquisition of properties 

Advance on contract 3 

Proceeds from sale of surplus properties 

Accounts payable and accrued liabilities related 
to properties 


Cash and term deposits — 
Increase (decrease) during the year 
Balance at beginning of the year 
Balance at end of the year - 
Represented by: 


Cash 
Term deposits 


See accompanying notes to financial statements. 


4995 — 


$26,078)" 


41411 
(2.288) 

(614) : 

17,357 


(25,346) 
2,228 


6,670 


39,628 
(12,376) 


27,252 


~ (10,554) - 


(39,628) 
4,121 
7,482 


5.507 


(33,072) 


850 
8,406 


$ 9,256 


$ (3,331) 
12,587 


59.256 


VIA RAIL ‘CANADA INC. 
AE IEEE LEI A, 


NOTES TO FINANCIAL STATEMENTS 
EE TEE UE PE EE Ses 
AS AT DECEMBER 31, 1995 


1. Authority and objectives 


VIA Rail Canada Inc. is a Crown corporation named in Part I of Schedule Ill to the Financial 
Administration Act. It was incorporated in 1977 under the Canada Business Corporations Act. 
; The Corporation's mission is to manage and provide safe, efficient, effective and economic rail 
 passenger services in Canada to meet the needs of the travelling public. It uses the roadway 
infrastructure of other railway companies which also assure the control of train operations. 


The Corporation is not an agent of Her Majesty and is IPS to the Income Tax Act 
(Canada) and those of certain provinces. 


2. Accounting policies 


These financial statements have been prepared by management in accordance with 
generally accepted accounting principles. The significant accounting policies followed by the 
Corporation are Summarized as follows: 


a) Funding from the Government of Canada 


; ~ Operating funding, which pertains to services, activities and other undertakings of the 
Corporation for the management and operation of railway passenger services in Canada, is 
recorded in the statement of operations. The amounts are determined on the basis of operating 
__ costs less commercial revenues excluding non-cash transactions relating to properties, certain 
network restructuring and reorganization charges, and are based on the operating budget 
; approved by the Government of Canada for each year. Operating results are reconciled to 
operating funding in the statement of reconciliation to operating funding from the Government 
~ of Canada. Z 


Funding to cover the costs of the network restructuring and reorganization charges i is 
recorded as a recovery in the statement of operations in the year in which final settlements with 
or disbursements are made to employees or suppliers. 


Funding for capital expenditures is recorded as Contributed surplus on an accrual basis. 
b) Charges under train service agreements 


Effective January 15, 1990, the Corporation entered into a train service agreement and 
other agreements with Canadian Pacific Limited for the use of tracks and train personnel, 
control of train operations and rolling stock maintenance. It also entered into a train service 
and other agreements with Canadian National Railway effective January 1, 1989 expiring on 
December 31, 2008, to cover services provided by the latter. Charges under these agreements 
are not subject to adjustment by the National Transportation Agency. 


Prior to these agreements, the Corporation had an operating agreement with each of 
Canadian Pacific Limited and Ganadian National Railway. The terms of these agreements are 
still in effect with respect to certain station facilities and ancillary services not yet covered by 
specific successor agreements. Charges under these operating agreements are subject to 
adjustment by the National Transportation Agency following a determination of the actual costs 

_ incurred each year, using railway costing methodology approved by the National Transportation 
Agency. Certain charges for the years 1989 to 1995 inclusive, have not been finalized. 


Charges under these agreements are recorded as incurred. 
c) Materials 
Materials are valued at weighted average cost. 


VIA RAIL CANADA She 
ATLA LTR EN RES 
NOTES TO FINANCIAL STATEMENTS. 


eS EA EP 
AS AT DECEMBER 31, 1905 


d) Properties 


Properties acquired from Ganadian National Railway and Canadian Pacific Limited at ine 
start of operations in 1978 were recorded at the net transfer values while subsequent additions 
including those acquired under capital leases, are recorded at cost. ; 


The costs of refurbishing and rebuilding rolling stock and costs associated with other a 
property upgrading are capitalized if they are incurred to improve the service value or extend _ 
the useful lives of the properties concerned, otherwise, costs are expensed as incurred. _ 


e) Amortization of properties. 


Amortization of properties iS calculated on a straight-line ee at rates sufficient to write 
off the cost of properties, less their residual value, over their estimated useful lives, as follows: 


Rolling stock | 12 to 30 years 


Maintenance buildings 25 years . 
Stations and Facilities . ~. 120 years 
2 Infrastructure improvements. 5 to 38 years 

Leasehold improvements 5 to 20 years 

Machinery and Equipment 4 to 15 years 

Information systems | 3 3 years 


Other Assets = 1 to 10 years 


No amortization is provided for projects in progress or retired rolling stock. 

f) Leases 

Properties. recorded under papal leases ¢ are amortized on a straight- -line Hee over 20 
years, which is representative of their useful lives. 

Rental payments under operating leases are expensed as incurred. 

g) Income taxes 

Funding from the ot of Canada dot to the non to cover operating 
costs is determined on the basis of current needs. For this reason, income taxes are accounted 
for on the taxes payable basis as there is reasonable expectation that all taxes payable in futur 


years will be included in the corner approved formula for Pelee: and will be 
recoverable at that time. 


h) Deferred ereiiis 


Investment tax credits are amortized over the estimated useful lives. of the related 
properties. The amortization of deferred investment tax credits is recorded as a reduction of | 
the amortization of properties. Lease inducement credits are amortized over the term of the : 
leases. ; = 


i) Pension plans 


The Corporation has defined benefit pension plans, based on retirement age, compensation 
and length Of service, covering ail its permanent employees. 


The cost to the Corporation is determined by actuarial valuations which aliacale to each 
year, the accrued portion of the benefits based on projections of employees’ compensation 
levels to the time of their retirement, prorated on DR years of Service. 


VIA RATL CANADA. ENGG™ 
es 
NOTES To FINANCIAL STATEMENTS 
Er 
| _AS AT DECEMBER 31, 1995 


Pons expense (Note 10) includes the cost of benefits attributable to services rendered dur- 
ing the current year, the amortization of any unfunded liability in respect of past services and the 
amortization of experience gains and losses. These amortizations are calculated on a straight-- 

line basis over the expected average remaining service lives of the active employee groups. 


DIE Employee termination and special benefits 


Employee termination and special benefits provided for under labour eee and special 
programmes are expensed in the year in which these LORS are incurred. 


Be Cash appropriated for asset renewal 


The Corporation has been authorized by the Treasury Board of the Goverment of Canada 
Dee _t0 segregate proceeds from the sale or lease of surplus assets in a manner which ensures that 
FA these funds are retained for future capital projects. The Corporation is RARE to invest these 
Ie: funds in support of future capital Peruieenie 


A Investment 


The Corporation owns 4. 61% of the common shares of Railroad Association Insurance, Ltd. 
R A.LL.) for the purpose of maintainine a reinsurance facility. The book value of this investment, 
~ according to the financial statements of R.A.I.L. as at November 30, 1995, was $9.3 million 
(1994: $8. 9 million). : 


9 Advance on contract di 


The advance on contract relates to the modernization of stainless ee coaches by Canadian 
National Railway. The advance to Canadian National Railway will be CARTE to rolling stock 
_ on a prorata basis upon delivery and acceptance of each of me 33 cars. 


6. Properties 


- (in millions of dollars) 2e 1995 -. 1994 

| | eae - Accumulated — Accumulated — 
5 Cost Amortization . Net Cost Amortization Net 
Land pi une Bi ie ne oe Cte eee Bf 3 47 
- Rolling stock ciate Pe OLE 221.08) 2 O02. 530.8 214.6. 316.2 
Maintenance buildings “218.3. 83.5 1846) 216.9 15.3 141.6 
Stations and Facilities = 212 ar 1807172077 7.4 2033 
Infrastructure improvement OA Te hOB Bo Noe 74; OA 20.8 48 773.9 
_ Leasehold improvements 86.0 46.0 40.0 83.9 AD Diets tag 
Machinery and Equipment CBO Ae T0 SRO ho 204 18.2 T2 
Information systems 12342 68:0 RES 69.9 66.0 3.9 
Other assets _ otf AOL a2 Ai oO 8 20.6 2.7 
. puree 10863 494.9 588.4 | 1,081.3 465.1 616.2 
Projects in progress 45.3 23.4 
Retired rolling stock (at salvage vale) 2-0 3:6 
- Advance on contract ; à 4.1 
636.2 647.3 


At December 31, 1995, the gross value of assets under capital leases included above was $5.9 
million (1994: $5.9 million) and related accumulated amortization thereon amounted to $3.9 mil- 
lion (1994: $3.7 million). 

Projects in progress primarily consist of rolling stock modernization and station improvement 
projects. : 
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Mig RATL CANADA: JUN: Gens 
AA PER ER 


NOTES TO FINANCIAL STATEMENTS. 


ELC SAT EIR 
AS AT DECEMBER at, 1995 


7. Network restructuring and reorganization charges 


The Corporation has incurred expenses related to approved plans for the restructuning of it 
transportation network on Qt 1989 as well as Us The Baler costs related 
to these plans are: C2 +5 ‘ 


a) severance payments and ey one benefits nd by labour en 
special programmes and arbitration decisions which may extend over several years; . 


b) surplus properties that have been written down to They estimated salvage value and are 
pene disposed of; and 


c) lease cancellation penalties, materials devaluation and Fe costs. CNE Ve 

At December 31, 1995 a provision of $55.7 million (1994: $68.8 million), of which $22. Ts 
million is reflected as a long-term liability, has been recorded to provide for the On- going costs 
of the network ee and reorganizations. 
8. Share capital 3 | > 

The authorized share capital of the Corporation is comprised ar an uniluiied number of 
common shares of no par value. As at December 31, 1995 and 1994, 95, aus shares at $100 
per share are issued and by paid. : 

9. Commitments 


a) The future minimum rental payments aie to operating sages ‘mainly for real estate, 
computer equipment and services are as follows: 


(in millions of dollars) e os 
1996 2 = Gee ce 00 


1907. - ae. 02. 
1998 ed ae | aoe 
1500 ra DR ee ee “67 
DONG ec, ii ee | 7.6 
Subsequent years up to 2084 — ; “de | 56. 3 
53 =e oe 


b) As at December ai 1995, the Corporation has outstanding commitments amounting to | 
$21.6 million (1994: $52.4 million). . : . 


10. Pension plans 


see latest actuarial valuations of the pension n plans were aol out as at December 31, 
1993 by external actuaries who are members of the Canadian Institute of Actuaries. Based ae 
these valuations and actuarial projections made for 1994 and 1995 the accumulated plan 
benefits as at December 31, 1995 are $825.0 million. The net assets available to provide for | 
these benefits at actuarial adjusted market values as at that date amount to $866.7 million. | 


Using the method identified in the pension plans accounting policy (Note 2 i), the pension — 
expense for 1995 was $11. 3 million (1994: $8.0 ee and included amortization of past 
service costs and experience gains and losses. 


VIA RAIL CANADA INC. 
ORT 

NOTES TO FINANCIAL STATEMENTS 
AERA SST A CAG : 
AS AT DECEMBER 81, 1995 


11.Related party transactions 


The Government of Canada authorized operating payments to the Corporation of $259.5 
million (1994: $321.5 million) and capital funding of $44.7 million (1994: $47.6 million) for 
ë 1995. The Corporation's funding requirements were as follows: 


‘(in millions of dollars) nn rat 1995 1994 
Funding from the Government of Canada: : 

Operating chee pis | | HT 29658 | _ 292.9 

Capitak 225 a | 39.6 |. 25.3 

| | 2954 | 318.2 


oy In the nor mal course of Fe transactions with other Crown corporations amounted to: 


(in He of dollars) 7 Z é 1995 |: | 1994 27 
REVENU. te sec Seek : 3 8.6 6.7 
_ Operating expenses i ee ras LR 629 71.0. 
a Capital expenditures Ps : a : 245 19.3 
Balance payable at the end of the year | | ne eee 


In addition: to these related party tr ansactions and those disclosed sikewbere in tbe 
- financial statements, the Corporation is related in terms of common ownership, to all | 
Government of Canada created departments and agencies. The Corporation enters into 
transactions with these entities in the normal course of business on trade terms appa s 
to all individuals and enterprises. 


12. Contingencies 3 

Tn the ordinary course of business, various claims aaa lawsuits have been brought against 
the Corpor ation and it is the opinion of management that the settlement of these actions will 
not result in any material liabilities to the Corporation beyond any amounts already provided. 
The outcome of these contingencies will be allocated to operations in the year in which it 
occurs. : ; 
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VIA RATL do se 


CORPORATE DIRECTORY. 


Ske 
AS AT DECEMBER 31, 1995. 


Roard of Di Pico - 


André Audet, Montreal, Quebec. 


Andrew F. Coffey, Thunder Bay, Ontario 


Stan Hagen, Courtenay, British Columbia | 
Stuart Hendin, Q.C., Ottawa, Ontario 
Terry W. Ivany. President and Chief Executive officer, uf 
Montreal, Quebec 
Errol Johnson, Montreal, Quebec wi 
Morris Kaufman, Winnipeg, Manitoba. 
Marc LeFrançois, Chairman of the Board, 
Montreal, Quebec d 
Jeffery Lyons, EC Toronto, ‘Ouiario EN 
John D. McElwain, 0.C., Toronto, Ontario 


. Doug Shippee, Saint John, New Brunswick | 


Hugh K. Smith, Q.C.; Halifax, Nova Scotia 
Helen M. Swan, Saskatoon, Saskatchewan a 


Officers 


Marc LeFrancois, Chairman of the Board | ne 
Terry W. Ivany, President and Chief Executive Officer 

Paul Côté, Vice- President, Public Affairs and Human Resources | 
*Robert J. Guiney,. Vice- President, Equipment Maintenance 

Michael Gushue, Vice- President, Customer Services 

and Government Relations … 
Christena Keon Sirsly, Vice-President, Marketing 
~~ and Information Services 
Carole Mackaay, General Counsel and varnorats SEINS 


Richard McConnell, Vice-President, Education 


and Organizational Enhancement 
J. Roger Paquette, Vice-President, Planning 
and Finance, and Treasurer | 
ee + Retired in December ee 


Couiitiees of the Board 


Executive Committee 
Mare LeFr ançois, Chairman 


… Investment. Committee 


Terry W. Ivany John D. McElwain, Q. C. 
Hugh K. Smith, 0. C. sé _ André Audet 
a Nov, ee Stan 


Human and Financial 


_ Resources Committee 


Doug Shippee, Chairman 
Andrew F. Coffey ae 
Stuart Hendin, Q.C. 

Errol Johnson 

Morris Kaufman. 


Audit Committee 
Hugh K. Smith, 0. Cs Chairman 
Jeffery Lyons, Q.C. a 
Helen M. Swan | 


F2 2 Place Ville Marie | 
@ Montreal, Quebec & 
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Phone: 

ae (514) 871- 6000 | 


LS Postal address: {2 
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Phone: 
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Phone: 
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= Phone: 
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VIA Rail Canada Inc. 1996 Annual Report 7 


The Honourable David Anderson, P.C., MP. 
Minister of Transport 
Ottawa 


Dear Minister: 


In accordance with the provisions of the 


Financial Administration Act, | am pleased to 


submit VIA Rail Canada Inc.’s annual report 
for the year ending December 31, 1996. 


Marc LeFrançois 
Chairman of the Board 


VIA Rail Canada Inc. is Canada’s 
national passenger rail company. 

In 1996, with approximately 

3,000 employees, we operated 

429 trains weekly, serving more than 
400 communities across the cou ntry. 
We carried 3.7 million passengers 
and earned $184.5 million in total 
operatin Q revenues. 


A federal Crown corporation, VIA is 


accountable to parliament through 
the Minister of Transport. 


Printed in Canada 


The Year at a Glance 


The key financial indicators and operating statistics summarize the performance of the corporation for the 


year. Certain comparative figures have been reclassified to conform with the presentation adopted in 1996. 


Key financial indicators 


(in millions of dollars) 


1996 1995 - 1994 1993 1992 

*Cash operating expenses 389.8 397.3 438.5 485.2 487.1 
Total operating revenue __ 1845 L - 1750 176.4 164.2 = 155.8 
Government funding for: oS OA") 

Operating expenses 205.3 Dae? 262.1 321.0 SSiIl33 

Capital expenditures 20.7 39.6 25S Wiss 44.7 

Reorganization charges 192 _335 me 93 122) 
Total Government funding —. 245.2. 157% 82 = S481 388.9 
Key operating statistics 
“Revenue/Cash operating 

expenses ratio (%) 47.3 44.0 40.2 33.8 320 
Passengers (000's) 3,666 3597 3,586 3,570 3,601 
Passenger miles (000's) 892,412 859,088 834,142 819,607 817,271 
Government operating funding 

per passenger mile (cents) 25.2 29.8 Son 41.0 42.1 
Train miles operated (000's 6,472 6,219 6,524 GES 6,483 
Car miles operated (000's 40,491 37,100 56391 35,861 35,993 
Average passenger load factor (%) 59 61 60 59 57 
Average number of passenger miles 

per train mile 138 138 128 126 126 
On-time performance (%) 84 86 8/7 90 90 
Number of employees at year-end 3,000 3,178 3,718 4,131 4,478 


* Cash operating expenses exclude amortization of properties and reorganization charges. 
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Chairman’s Message 


The role of the Crown corporation in Canada is changing. Increasingly, the challenge is to deliver 
services to the public in a fashion that sets new standards for the effective management of public 
enterprise, without losing sight of the responsibility with which we are charged. This is an often 
daunting task, and demands both innovative thinking and the organizational flexibility to respond 
to changing public needs and market potential. 


VIA accepted this challenge some years ago when we were asked to meet tough new funding 
targets. Widespread thinking at the time was that we would cut services. We decided to take a 
different approach. 


We set out to meet, even exceed, our targets while operating the existing network. We wanted to do 
this at higher levels of quality and, in so doing, begin the job of carving a new and important niche 
for passenger rail services in Canada. To accomplish this, we have drawn on the dedication and 
talent of our colleagues in reshaping passenger rail for future decades of service. 


I am happy to report that, by any reasonable measure, we have had significant success. At first, we 
set out to eliminate all unnecessary cost. But we knew that equally important for success would be 
our ability to create a well-equipped and dedicated team focused on one simple truth: that our 
customers’ satisfaction would, above all, determine our future. 


And we have achieved these results while improving both operating performance and service 
quality. We are serving the same number of communities with more trains than we did five years 
ago. We have improved equipment reliability and continue to provide reliable on-time perfor- 
mance. Perhaps most importantly, 95 per cent of our customers say VIA’s service meets or exceeds 


their expectations. 


The credit for this success lies entirely with the people of VIA Rail — people who are dedicated to 
transforming VIA into an organization that is lean, nimble and sure of its direction. Together, we 
are creating a new and vibrant future for passenger rail and we are prepared to take the bold steps 


to become the best passenger transportation company in Canada - because that is our vision. 


With the full support of the Board of Directors, a special management team is now looking at how 
VIA must redefine itself to foster the growth necessary for our future. And we are committed to 
ensuring this new spirit of growth and vitality in passenger rail continues to transform our organiza- 


tion — and the way we do business — as we take VIA Rail into the next century. 


Marc LeFrancois 
Chairman 


CLOSING THE GAP 


(in millions of dollars) 


4871 4852 438.5 


1992 1993 1994 1995 


BB Cash Operating Expenses* 


® Government Funding Cash Operating 
Expenses* 


© Total Operating Revenues 


*Does not include amortization 


of properties and reorganization charges 


President s Message 


Even a brief glance at VIA’s accomplishments in 1996 shows that something exciting is happening 


at Canada’s national passenger rail company. 


As in every year since 1992, we delivered once more on our commitment to maximize cost efficien- 
cies — closing the gap between total revenues and cash operating expenses, continuing the drive 
towards self-sufficiency. While for many this is simply sound business practice, we believe VIA’s 
approach is creating standards for the effective management of public enterprise and setting the 


stage for growth. 


Effective management demands a special kind of vision. It requires an ability to keep one eye on 
the horizon to navigate your course and the other tightly focused on detail, ensuring that individual 


activities propel the organization in the proper direction. 


This critical aptitude has been evolving at VIA over the past few years. So while 1996 was a year of 
many individual accomplishments, the most important of these was that we began the year with a 
new Strategic Plan that firmly locked our vision on target. The plan sets out clearly where we want 
to go as a business, and how we plan to get there. We identified aggressive goals for growth. With 
clear direction and employing traditionally private sector approaches, we have advanced toward 


our goals. 


go ‘It is clear that this approach is working. Between 1992 and 1996, we cut our annual 
operating costs by close to $100 million which, when combined with our revenue gains, 
has produced a bottom-line operating improvement of $126 million annually. Our 
improvement was particularly impressive in 1996, with total government funding down 


-$00 $50 million compared to 1995, the largest year-over-year reduction since 1990. 


The effective management of public enterprise also requires innovative thinking. It 
_-100 means taking calculated risks in the pursuit of growth, all the while holding the line on 


0 and reducing — our operating costs. 


1996 


Accordingly, we began exploring different markets, with new frequencies to test the potential of 


long-distance commuter services for communities surrounding Toronto. 


In southwestern Ontario and on some northern routes, we replaced our outdated steam-heated cars 
with modernized, completely refurbished stainless-steel equipment. We began testing state of the art 
equipment, with a view to renewing our fleet in the future. We launched innovative advertising and 
marketing partnerships. We introduced new products and services, while improving all services 


across the board. 


These initiatives reflect a tightly focused confidence at VIA Rail. By knowing where we want to go as a 
passenger service and by testing each initiative against that objective, we are producing the right 
results. 


On our eastern transcontinental routes, growth in passenger traffic for 1996 was nothing short of 
phenomenal, with ridership increasing more than 14 per cent. On our western transcontinental 
train, the Canadian, ridership was down slightly for the year, however, the average trip length grew. 
As a result, passenger miles increased close to six per cent with the teste yain coming in the key 
summer months with 18-per-cent growth. 


During the same summer period, ridership 
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on our completely redesigned Skeena service 
from Jasper to Prince Rupert rose close to 


40 per cent. 


System-wide, we achieved a 1.9 per cent 
increase in passengers with a 3.9 per cent gain 
in passenger miles. This is a very respectable 
achievement — equal to that of any other 
major Canadian passenger transportation 
company in 1996. We are confident that — 
with the foundations we have put in place — 


we will be able to take the necessary steps to 


make further gains in 1997 


VIA’s Board of Directors, from left 
to night, (Seated): Ter ry W Ivany, 
to quality from every person in the organization and expressing it In everything we do. This President and Chief Executive 


The last and most critical element of effective management is forging an unshakable commitment 


demonstrated commitment was the impetus for our selection to chair the 1996 Canada Quality Officer; Marc LeFrançois, Chairman 
of the Board; (standing): Yvon 


Month. We used this platform to spread a message across the country — that ‘Quality Comes Bla (Boone NB Cae 


From Within’ — with a clear focus, established goals and the dedication of each of our colleagues. Mackaay, General Counsel and 
Corporate Secretary; Morris 
While 1996 was an impressive year, we believe that the best is yet to come. We know that we can — Kaufman (Winnipeg); Hugh K. 


Smith, Q.C. (Halifax); Anthony 
Friend (Calgary); Stan Hagen 
that has helped us to break new ground in the management of passenger rail services - through (Courtenay, BC); Francine Chad 


and must — continue to grow our business. And we will do this by continuing the kind of approach 


Smith (Regina); and Jeffery Lyons, 


fresh thinking, an ongoing commitment to responsible stewardship, and the desire to create an 
| P : Q.C. (Toronto). 


exemplary model of public enterprise for the future. 


We can, and will, continue to transform VIA Rail into a customer-centered, cost-conscious passen- 
ger service, dedicated to getting more people on our trains by offering the best passenger service in 
Canada. 
TOTAL GOVERNMENT FUNDING 


(in millions of dollars) 


389 


Terry W. lvany 


President and Chief Executive Officer 


OUR VISION 

To be the best passenger 
transportation company in 
Canada 


OUR MISSION 
High-quality, low-cost 


passenger service 


OUR GOALS 
Growth: Increase VIA’s rider- 
ship by an average of two per 


cent above market growth. 


Customer service: Provide 
customer service that is 
better than that of any other 
transportation mode in 
Canada. 


Financial: Move towards self- 
sufficiency by increasing 
revenues and reducing costs. 


People: Create successful 
staff through enhanced 
training and effective 
communication. 


Safety: Create a safe envi- 
ronment for staff and 
customers by making contin- 
uous progress towards no 
injuries, accidents or envi- 
ronmental impacts. 


pace M 
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SERVICE FOR SUCCESS: VIA’S STRATEGIC PLAN 

In 1996, VIA implemented a new strategic plan called Service for Success. Building on our success in 
gaining control of costs, the plan shifts our attention towards the future. Our future depends not 
only on meeting budget requirements, but on meeting and exceeding customer requirements — 


because it is our customers who will keep us in business. 


We developed Service for Success by identifying the key elements that make us more competitive and 
viable as a business. For VIA Rail, that means: 


M Creating a clear vision of where we want to go as a corporation; 
M Understanding our core business — serving our customers; 
M@ Developing a practical strategy to achieve that vision, focused on achieving measurable results; 


M Making this strategy everyone’s business, from the corporate boardroom to the front lines of 


customer service. 


Envisioning the future 
We have defined precisely where we want VIA to go as a corporation. We developed a simple, clear 


vision of our future: VIA will become the best passenger transportation company in Canada. 


But we didn’t stop with a general vision statement. We broke the vision down into a mission state- 
ment and very specific, measurable goals — goals that define in practical terms what is required to 
achieve that vision. We asked: why is VIA in business at all? In other words, what is our mission? The 
answer was simple: to provide our customers with a high-quality passenger service with low opera- 
ting costs. 


Based on that mission, we examined everything we do at VIA and issued a challenge. For every 
activity, we asked — do we need to do this to achieve our mission? Does it add value for the 
customer? Should we stop doing it? If not, is there a better way to do it? Anything that does not add 
value for the customer is irrelevant and unproductive — get rid of it. Anything that does add value 
is sacred — learn to do it better. 


In southwestern Ontario, 

33 fully-modernized, 
stainless-steel cars replaced 
older steam-heated 
equipment. 


VIA introduced HEP equipment 
and better scheduling on its 
northern services. The bottom 
line: better service for 
customers, lower operating costs 
and an end to steam equipment 
on VIA‘s network. 
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So what does our strategic plan mean? It means VIA must increase ridership above market growth 
for the industry. We will earn better customer ratings than any other passenger mode. We will 
continue to reduce our dependence on government funding by increasing revenues and reducing 
costs. We will build a successful work team through enhanced training and communication. We will 


make continuous progress towards zero accidents, zero injuries. 


From vision into action 

What gets measured, gets done. To translate vision into action, we 
kept the strategic plan short and easy to read, and gave a copy to 
everyone in the corporation. We asked every manager to pinpoint, in 
measurable terms, exactly how they would contribute to those goals. 
And we put in place a measurement system, so that everyone can see 


results when they happen. 


Quite simply, we made Service for Success everyone’s business. 
Everyone knows and understands VIA’s corporate priorities. 
Everyone at VIA gets constant feedback on how they are doing. Everyone is encouraged to continu- 
ally examine what they do and ask themselves — if this were my company, spending my money, 
would I keep on doing it? Can I do it better? Everyone is encouraged to accept responsibility and 


take ownership of VIA’s success. 


In 1996, the people at VIA took ownership of the plan they had designed and put it into action — 
accomplishing more in one year than many companies achieve in several. Some of the key initia- 
tives and achievements are described in this report. But more important than any single initiative is 


the new spirit of confidence, growth and vitality VIA’s people have brought to passenger rail. 


It is the spirit of a company that knows where it is going, and how to get there. 


: Increased capacity on 
SILVER the western and 
eM | 


In the Corridor, VIA tested 
state of the art, Flexliner 
trains designed to travel at 
higher speeds on existing track tal trains led to gains 
while offering exceptional | in ridership and 
safety and comfort with low | EASTERLY | passenger miles. 
operating costs. 


eastern transcontinen- 


In 1996, VIA launched many 


improvements to its services and 


products. At the end of Febr uary, 
employees modelled VIA’s new 
uniforms during launch events to 
introduce refurbished HEP 2 


equipment in southwestern Ontario. 


sgirrneste 
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GROWING OUR BUSINESS 
The key to VIA’s future is growth — increasing our ridership and securing a place for passenger rail 
in the transportation market of the future. VIA’s strategic plan sets out ambitious goals for growth 


and in 1996, we set the stage for achieving those goals. 


Exploring new commuter markets 

A few short years ago, the suggestion that VIA could actually expand service and test new equip- 
ment would have been dismissed out of hand. But the momentum has changed and, in 1996, VIA 
launched a whole new range of options for travellers in southwestern and eastern Ontario — with 
more trains, more frequencies and better service to meet the needs of the highly competitive 
medium- to long-distance commuter market. We also took the opportunity to test some truly new, 
innovative, state of the art passenger rail equipment — something we have not seen in Canada for 


many years. 


Over the past three years, we have demonstrated that a high-quality, low-cost passenger rail service 
is good business. We know there is a demand for additional trains and frequencies in the medium- 
to long-distance market. The new frequencies, launched in the fall of 1996, are part of a six-month 


test to measure demand in several Ontario markets and determine customer needs more precisely. 


Increasing capacity 

In the spring of 1996, VIA replaced the last of its old steam-heated cars in southwestern Ontario 
with newly refurbished stainless-steel cars. The travelling public applauded the move. This 
increased our first-class capacity by over 40 per cent, allowing us to focus increased efforts on build- 


ing the key business-travel and long-distance commuter markets. 


VIA also increased capacity on both the eastern and western transcontinental trains, in response to 
growing market demand. This capacity was put to good use. New bookings by Western Canada 
wholesalers increased peak passenger volumes by seven per cent, while price promotions in the 


Maritimes produced double-digit volume growth throughout the summer of 1996. 


Capitalizing on growing interna- 
tional tourism demand for 
Canadian mountain adventures, 

VIA completely redesigned its Jasper 
to Prince Rupert Skeena service. 
Ridership rose close to 40 per cent 
over the key summer period. 


With better schedules on its 
northern services, VIA 
launched a new eco- and 
adventure-tourism product 
called V/A Adventures aimed 
at outdoor enthusiasts. 


NEW FREQUENCIES ADDED 
As part of a six-month test 
of the medium- to long- 
distance commuter market, 
VIA added frequencies and 
more trains in key south- 
western and eastern Ontario 
markets. The test will 
continue on into 1997, 

and includes: 


A new daily Toronto-Ottawa 
frequency increased capacity 
by 25 per cent. 


A new morning departure 
from Toronto to London, and 
an additional return service 
in the afternoon, increased 
options for business trav- 
ellers in southwestern 
Ontario. 


New trains arrive in Toronto 
by 8:30 a.m. weekdays from 
Kingston, Belleville, Cobourg, 
Stratford, Kitchener and 
Guelph, with convenient end- 
of-business day returns, and 
a new mid-evening departure 
to Cobourg, Belleville and 
Kingston. 


A new weekend train provides 
return service between 
Toronto and Niagara Falls 
every Saturday and Sunday. 


VIA PREFERENCE 

In June, VIA launched a 
nation-wide frequent traveller 
program — VIA Preference. 
Like similar programs that 
can be found throughout the 
travel industry, VIA Preference 
rewards our most loyal 
customers, while helping us 
get a better understanding of 
their needs and preferences 
from departure times to 
amenities on board, to service 
packages. 


The result is more satisfied 
customers, and a better 
ability to attract and retain 
new customers. By the end of 
the year — after just six 
months in operation — 

VIA Preference had attracted 
close to 45,000 members. 


GOOD MORNING AMERICA 

In May, VIA and the Canadian 
Tourism Commission, along 
with Canadian Airlines 
International and CP Hotels 
and Resorts, sponsored 
Good Morning America's tour 
of Canada, viewed by 

30 million potential 
customers across Northern 
America. The show featured 
segments on rail travel, with 
promotional value exceeding 
$20 million. 
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Improving our northern services 

Major improvements in our northern services target the emerging adventure and eco-tourism 
markets, where rail service allows travellers to reach wilderness destinations in comfort. VIA 
changed the Skeena from an overnight service to a two-day daylight touring service between Jasper 
and Prince Rupert. At the same time, we introduced new and more attractive daylight schedules for 


northern Quebec services. 


The market response has been enthusiastic — ridership on the Skeena alone increased more than 
40 per cent during the summer of 1996 — and VIA has supplied an important new tool to grow 


business in the tourism sector. 


Innovative marketing and promotion 

In June, VIA introduced new family fares to stimulate summer travel in the Corridor and Rediscover 
Canada fares to promote round-trip interprovincial travel. Rediscover Canada was backed by a 

national television campaign, a joint effort with the Canadian Tourism Commission. VIA also opened 
its customer base to new partnerships with Heritage Canada and Health Canada as part of a program 
to distribute educational promotional kits to families with young children travelling by train. 


VIA’s understanding of the power of industry partnerships led to joint promotions with tourism 
authorities and private operators across Canada for seasonal campaigns in major markets, such as 


the Quebec Winter Carnival and Summer Festival organizations in major Corridor cities. 


VIA has also committed itself to building strong relationships with local Chambers of Commerce 
and Boards of Trade in order to foster new community-based partnerships with small- and medium- 
sized businesses in the Corridor. VIA Rail is part of these communities and, with the full support of 
our colleagues in these towns and cities, we want to become more involved. We want, as well, to 


become their preferred transportation choice. 


This key program will encourage more business travel, increase enrollment in VIA Preference and 


develop active support for VIA within the business community. 
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FINANCIAL GOALS: THE DRIVE TOWARDS SELF-SUFFICIENCY 
À study by the Mercer Management Consulting firm shows that VIA has outperformed the restruc- 
turing initiatives of other passenger rail companies in Europe and the U.S., achieving dramatic cost 


reductions. 


Cost reductions and significant revenue growth continue to reduce VIA’s 
need for government funding. Our strategic plan focuses on reducing the 
total subsidy to $170 million by 1999, compared to $245 million in 1996, 
and less than half the $389 million subsidy in 1992. 


A number of key initiatives in 1996 contributed to this goal. By the end of 
1996, VIA’s workforce numbered 3,000 employees, a 33-per-cent reduction 
since 1992. This was the first full year working under new collective agree- 
ments struck in 1995, which challenged everyone at VIA to learn a new 
way of doing business. The agreements allow VIA to modernize labour 
practices — consolidating shopcraft unions, changing the method of pay 
for running trade employees from a mileage to an hourly basis, eliminat- 
ing the assistant conductor on some trains and rationalizing customer 


service staff in the Corridor. 


At the same time, we completed a three-year streamlining of management and administrative staff. 
As a result of this restructuring initiative, management and administration was reduced by over 


60 per cent compared to 1992, saving $46 million annually, 


After extensive customer research, VIA also replaced complimentary light meals and beverages in 
Corridor coach service with a new cash food service that provides passengers with more choice. 
The new service features freshly-made, high-quality meals and snacks, and has been well received by 


customers, generating $1.8 million in food sales while reducing costs. 


In 1996, VIA began accepting 
reservations for Economy 
Class travel with extremely 
positive response from 
customers. 


New Economy Class food 
service on Corridor trains 
and on trains to Gaspé and 
northern Quebec mean 
higher quality products and 
more choice for passengers. 


VIA is committed to supporting, 


developing and enhancing the 
knowledge and skills of its people. 
The ‘Achieving Excellence in 
Customer Services’ training 
program helps front-line staff manage 
key ‘point of contact’ interactions 


with customers. 


SERVICE DESIGN TEAMS 
Employees from various 
branches came together to 
form three interdepartmental 
task forces in 1996, charged 
with improving key VIA 
products: Economy, VIA 1 
and Student. 


Each team's objective is to 
develop products and 
services that will better meet 
and exceed the changing 
needs of customers and 
attract new customers to 
train travel. 
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More efficient equipment 

We completed the modernization of our fleet in the spring of 1996, with the introduction of refur- 
bished stainless-steel equipment on train services in northern Manitoba, northern Quebec and 
southwestern Ontario. The refurbished equipment ensures greater reliability and improved 
comfort, and has been praised by industry experts around the world. The prestigious Watford 
Conference of European Railway Architects and Designers awarded VIA a commendation at the Brunel 
Awards ceremony in Copenhagen, recognizing the international standards of excellence in design 


reflected in the refurbished equipment. 


The equipment also represents significant savings for VIA. The cost of each refurbished car was less 
than half of the cost of buying new equipment, saving $30 million. And because the refurbished 
equipment is far more efficient than the outdated cars it replaced, operating savings are expected 


to exceed $1.5 million annually. 


Rationalizing our maintenance centres 
VIA’s network of maintenance centres was built in the 1980s to accommodate very different needs. 
Since then, our maintenance requirements have changed significantly — our network is more 


concentrated and our fleet modernized and more efficient. 


In June, we announced the closing of the Halifax and Toronto maintenance centres, and our inten- 
tion to consolidate maintenance activities in Montreal, Winnipeg and Vancouver. This realignment 
of maintenance activities will result in significant savings — over $4 million annually — while ensuring 


that our high standards of safety and equipment reliability are not compromised. 


We also began exploring new ways to make the most effective use of any excess capacity that 
remains in the maintenance centres — for example, by relocating some VIA work functions to 
empty office space in these centres. We will continue to explore opportunities where we may be 


able to sell our services in areas where VIA’s expertise or facilities are in demand. 


VIA is creating long-term 
partnerships with Chambers 
of Commerce and Boards of 
Trade in the Quebec City- 
Windsor Corridor to stimulate 
business travel. 


VIA’s popular Rediscover 
Canada fares to promote 
round-trip interprovincial 
travel were backed by a 
national television campaign, 
a joint effort with the 
Canadian Tourism 
Commission. 


Rediscover | 


CANADA ; 
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CUSTOMER SERVICE 

VIA is committed to achieving customer satisfaction ratings higher than any other passenger trans- 
portation company in Canada. To achieve that goal, everything we do has to be focused on the 
customer — ensuring that the people who board our trains are not just satisfied, but delighted with 


the VIA experience. 


Improved Economy Class 

In September 1996, VIA introduced a new Economy Class food service on Corridor trains, as 

well as improvements on the Chaleur train to Gaspé and the Abitibi to Senneterre. The new Corridor 
service eliminates complimentary snacks, while offering a selection of sandwiches and other items 
for sale. This allows us to provide a higher quality product that is more in line with customer prefer- 
ences. The improved service was developed in response to customer focus groups and recommen- 


dations by on-board staff who are closest to the customer. 


We also began accepting coach reservations and have started a comprehensive redesign of 
Economy Class, which will ensure better customer service delivery at all stages, from telephone 


sales to the actual service on board. 


Improved reservations 
In the fall of 1996, VIA became the first passenger railway in the world - and the first passenger 
service in Canada - to provide interactive, self-booking through the Internet. Customers can now 


make their own reservations at their convenience, in the comfort of their home or office. 


A completely new reservation system will be delivered in 1997. VIA has invested in new, state of the 
art technology which is Windows-based, user-friendly, and puts us at the forefront of passenger reser- 
vation systems. The new system will be more responsive to customers’ needs, while permitting VIA to 
adapt to industry and market changes more quickly - with greater pricing flexibility, faster imple- 
mentation of marketing initiatives, and the ability to target specific markets. It will also greatly 


enhance inventory and yield management, accounting functions and customer preference tracking. 


VIA will introduce a new 
computer reservation 
system in 1997, which it is 
developing with Advantis 
Canada, an IBM subsiduary. 


VIA continues to increase 
Q LA. LA its presence on the 
Internet, becoming 
the first transportation 
interactive company in Canada 
\QtA AGE to offer a self-booking 
Wwwviarailca service for travellers. 


PERFORMANCE ENHANCEMENT 
À basic part of VIA’s manage- 
ment philosophy is a process 
called Performance 
Enhancement (PE) — 

it is designed to capitalize on 
people’s skills and focus their 
efforts on continuous improve- 
ment in those key areas that 
matter most. 


PE works by: 

Ensuring that every employee 
understands VIA’s mission, 
goals and priorities. 


Asking every employee to iden- 
tify, in measurable terms, how 
they can contribute to those 
goals and priorities. 


Empowering each individual 
or work team to decide how 
they can best add value in 
their work. 


Insisting that each individual 
or team prepare specific plans 
— with measurements and 
feedback systems — that will 
ensure constant feedback on 
their progress. 


Recognizing individual contri- 
butions which add value. 


CELEBRATING SUCCESS 

In 1996, individuals and work 
teams used PE to develop and 
implement more than 400 
Performance Enhancement 
projects at all levels of the 


organization. 
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VIA’s PEOPLE: QUALITY COMES FROM WITHIN 
VIA‘ strategic plan recognizes that our success as a business depends on our people — and their 

ability to understand and respond to the customer day in and day out. We are committed to provid- 
ing our people with the resources and support they need to do their 


jobs well. 


The ability of our employees to provide quality service received special 
recognition when VIA was selected to chair Canada Quality Month by 
the Canada Quality Council. Our campaign theme — ‘Quality Comes 
From Within’ — recognized that our employees are the main reason 
VIA was selected. It is our employees, through their individual commit 


ment, who ensure quality service. 


Training for success 


VIA is committed to supporting, developing and enhancing the knowledge and skills of people The Canada Quality Council selected 
VIA to chair its 1996 public 


$ ap ! L awareness campaign and Canada 
business — because it is essential to our success as a business. Quality Month. VIA’s campaign 


throughout the organization. Education and training is a fundamental part of our way of doing 


theme was ‘Quality Comes From 
We continued two company-wide training programs in 1996. Achieving Excellence in Customer Service Ce 
(AECS) is a two-day workshop focusing on improving direct customer contact — providing people 
with the tools to create positive and memorable customer experiences. Supervising for Service Success 
(SSS) is an 11-day program designed to create ‘missionaries for service’. Through a combination of 
site visits, workshops, projects and assignments, participants develop specific skills in service delivery 


as well as a strategic understanding of the importance of consistent quality for the future of VIA. 


To date, some 45 AECS courses have been delivered to more than 600 participants coast to coast, 
and 75 participants have completed the SSS course. In addition, VIA provided training in 


announcement skills, selling skills and safety. 


The training thrust will continue in 1997. AECS and SSS training will remain key to this effort. In 
addition, one-day Performance Enhancement training sessions will be extended to include everyone in 


a supervisory function. 


In May, VIA, CN, CP and the 
Brotherhood of Locomotive 
Engineers released the find- 


VIA’s new uniforms and the 
newly-refurbished HEP 2 
equipment won international in the Canada 


CANALERT 95 = 


Brunel Award ./ acclaim from the prestigious es en ings of a landmark scientific 
NC Yo ilot project to reduce on- 
tr ES Watford Conference of | pilot proj 

man European Railway Architects = the-job fatigue for train 
and Designers. | : crews. 
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SAFETY SECOND TO NONE 
Every single customer who boards our trains is trusting us to get them to their destination safely. 
We take this as our most important responsibility. Our trains do not leave the station unless safety is 


assured. This commitment to safety is reflected in a track record that is second to none. 


Our strategic plan identifies safety as a fundamental focus for the organi- 
zation, Committing us to work constantly towards zero accidents, zero 


injuries. The plan also set out ambitious safety targets — and in 1996, 


Working with Operation Lifesaver, 
CN and local police forces, VIA 
introduced the Officer on the 


Train program — an approach to 
reducing level crossing incidents that 


originated in Kansas in 1987. 
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we achieved the targets originally set for 1999. As a result, our targets for 


1997 have been raised considerably. 


All health and safety committees will receive Safety Enhancement training 
in a course piloted during the fall of 1996. And by the spring of 1997, all 
on-train personnel will have received the Emergency Response Program 
begun in 1995. 


Partnerships for safety 

VIA works closely with industry partners, government and police agencies to continually improve 
safety and increase public awareness of safety issues. In 1996, VIA was actively involved in the 
Operation Lifesaver campaign to educate the public about the dangers of ignoring crossing signals 


and trespassing on railway property. 


In June, VIA helped introduce an Officer on the Train program - an approach to reducing level 

crossing incidents that originated in Kansas in 1987. Police officers rode in the locomotive cab of a 
train between Ottawa and Alexandria, Ontario, to spot motorists who put lives in jeopardy by ignor- 
ing crossing signals. The initiative resulted in extensive newspaper, radio and television coverage of 


one of the key safety issues of concern to Canada's railways. 


ON-THE-JOB SAFETY 1995 96 VS 95 
PERFORMANCE (%) 


VIA Rail 1996 


VIA was also a partner in the Canalert research project - the most comprehensive study of the 
factors affecting locomotive engineers’ performance ever undertaken in Canada. The results will 
help to improve the health and welfare of our employees, further enhancing rail industry safety 
and the security of our passengers. 


The Canalert project had a positive outcome for everyone involved and a big part of the credit for 
its success goes to the Brotherhood of Locomotive Engineers. For its members, the study means 
enhanced safety on the job and a better quality of life. For VIA, it means reduced risks, lower health 
care costs and higher productivity. For both the union and the company, it has been an opportunity 
to show what good labour relations is all about. 


LOOKING AHEAD 
We are confident that the foundations for growth established in 1996 will pay off in the years ahead 


— that the new spirit of vitality and growth in passenger rail will continue to gather momentum. 


But we know that success is not assured. It will only come with a commitment to continuously 
improve our products and services, our passenger revenues and our drive to self-sufficiency. We also 


know that continuous improvement will require bold new initiatives in the future. 


Every single transportation company in Canada wants to get more customers. That means the 
competition for customers will continue to be fierce — as airlines and bus operators target the 
people we want to get on our trains. We know that we must give people more and better reasons to 


choose VIA Rail, and to stay with us. 


PASSENGER DISTRIBUTION 


VFR* 53% 
Leisure 21% 
Business 10% 
VFR* 60% 
Leisure 30% 


BREAKDOWN OF PASSENGER REVENUES 


Canadians 68% 
Foreigners 32% 


*“Visiting friends & relatives 


SAFETY IMPROVEMENTS 
TO LRCs 

VIA introduced major 
improvements in 1996 to 
ensure customer and 
employee safety on our LRC 
trains. These include: 


Safety procedure announce- 
ments at departure and at- 
seat safety instructions. 


Enhanced trauma kits on all 
trains. 


Improved emergency door 
handles. 


New safety and emergency 
signs. 


Redesigned lighting back-up 
systems to ensure maximum 
illumination in the event of a 
power failure. 
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The challenge of operating in an uncertain and changing economic and regulatory environment 
will continue. For example, the privatization of CN and the rationalization of networks for both CN 
and CP will continue to mean new rules for the way freight railways do business. Route abandon- 
ments and the transfer of right-of-ways to shortline railroads will mean new rules for passenger rail. 


There is only one way to meet these challenges: to keep making VIA Rail a 
better, more efficient and effective business. 


A special management team is leading a new VIA Rail Transformation 
Project, examining how VIA must change for continued success in the 21* 
Century. 


In the immediate future, VIA will continue to achieve significant cost 
reductions. We will pursue every growth opportunity available to us, focus- 


ing on improved service to the business market and new tourism initiatives. 


And we will continue to restructure our organization — fashioning the 


organization we need to fulfill our strategic plan, designing new business 


In its Great Journeys of the processes, becoming a truly business-motivated, market-focused corporation. We will continue to set 
World’ book, which highlights five 

trips on four different continents, the res : : 
National Geographic Society features pursue our vision: to become the best passenger transportation company in Canada. 


VIA’s transcontinental inp as “one 


new standards for the efficient management of public enterprise. Above all, we will continue to 


of the world’s longest, most 


spectacular train rides”. 


VIA announced in June it would 
consolidate maintenance activ- 
ities in Montreal, Winnipeg and 
Vancouver with Halifax and 
Toronto providing trip servicing 
only, producing savings of over 
$4 million annually. 


VIA is conducting a compre- 
hensive review of its station 
facilities to ensure it oper- 
ates, upgrades and effec- 
tively manages quality 
passenger facilities, both 
now and in the future. 


Management Report 


Year ended December 31, 1996 


Management of the Corporation is responsible for the preparation and integrity of the financial 
statements contained in the Annual Report. These statements have been prepared in accor- 
dance with generally accepted accounting principles and necessarily include some amounts that 
are based on management’s best estimates and judgement. Financial information used else- 
where in the Annual Report is consistent with that in the financial statements. Management 
considers that the statements present fairly the financial position of the Corporation, the results 


of its operations and the changes in its financial position. 


To fulfill its responsibility, the Corporation maintains systems of internal accounting controls, 
policies and procedures to ensure the reliability of financial information and the safeguarding 
of assets. The internal control systems are subject to periodic reviews by Samson Bélair Deloitte 
& Touche, general partnership as internal auditors. The external auditors, the Auditor General 
of Canada and Raymond, Chabot, Martin, Paré, general partnership have audited the 
Corporation's financial statements and their report indicates the scope of their audit and their 


opinion on the financial statements. 


The Audit Committee of the Board of Directors, consisting solely of outside Directors, meets 
periodically with the internal and external auditors and with management, to review the scope 
of their audits and to assess reports on audit work performed. The financial statements have 


been reviewed and approved by the Board of Directors on the recommendation of the Audit 


Committee. 

T. W. lvany J. R. Paquette 

President and Vice-President, Planning and Finance, 
Chief Executive Officer and Treasurer 


Montreal, Canada 
February 14, 1997 
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To the Minister of Transport 

We have audited the balance sheet of VIA Rail Canada Inc., as at December 31, 1996 and the state- 
ments of operations, reconciliation to operating funding from the Government of Canada, 
contributed surplus, deficit and changes in financial position for the year then ended. These finan- 
cial statements are the responsibility of the Corporation’s management. Our responsibility is to 


express an opinion on these financial statements based on our audit. 


We conducted our audit in accordance with generally accepted auditing standards. Those stan- 
dards require that we plan and perform an audit to obtain reasonable assurance whether the finan- 
cial statements are free of material misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. An audit also 
includes assessing the accounting principles used and significant estimates made by management, 


as well as evaluating the overall financial statement presentation. 


In our opinion, these financial statements present fairly, in all material respects, the financial posi- 
tion of the Corporation as at December 31, 1996, and the results of its operations and the changes 
in its financial position for the year then ended in accordance with generally accepted accounting 
principles. As required by the Financial Administration Act, we report that, in our opinion, these 

principles have been applied on a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation that have come to our notice during 
our audit of the financial statements have, in all significant respects, been in accordance with Part 
X of the Financial Administration Act and regulations, the Canada Business Corporations Act and 
the articles and by-laws of the Corporation. 


: af alae 
Raymond, Chalet ETES ; CS GTI Nm 
Raymond, Chabot, Martin, Paré L. Denis Desautels, FCA 


General partnership | Auditor General of Canada 


Chartered Accountants 


Montreal, Canada Ottawa, Canada 
February 14, 1997 February 14, 1997 


Financial Statements 


as at December 31 


Balance Sheet 


(in thousands) 


Current assets Notes 1996 1995 
Cash and term deposits $ 16,864 $ 9,256 
Accounts receivable 8,064 7,953 
Receivable from the Government of Canada 56,027 83,335 
Materials 17145 18,730 
98,100 119,274 
Long-term assets 
Asset renewal fund 35,058 23,072 
Investment, at cost 4 - 2,001 
Properties 5 579,359 640,984 
614,417 666,057 
SV2017 $ 785,331 
Current liabilities 
Accounts payable and accrued liabilities $ 79,811 $ 107,119 
Deferred revenue 4,975 SAIS 
84,786 112,250 
Long-term liabilities 
Network restructuring and reorganization charges 6 28,160 22,740 
Other 8,543 9,888 
36,703 32,628 
Shareholder’s equity 
Share capital 7 9,300 9,300 
Contributed surplus 626,906 683,064 
Deficit (45,178) (51,9011) 
991,028 640,453 
le Oty 5 785,331 


See accompanying notes to financial statements 


Signed on behalf of the Board, 


ue a 
Hugh K. Smith, Q.C. 


Director and Chairman 
of the Audit Committee 


Marc LeFrancois 
Director and Chairman 
of the Board 


Financial Statements 


Year ended December 31 


Statement of operations 


(in thousands) 


Revenue Notes 1996 1995 
Passenger $ 167,911 $ 163,403 
Other 4 16,623 ie Sy all 
184,534 174,974 
Expenses 
Customer services 227,494 229,471 
Equipment maintenance 92,847 98,734 
Marketing and sales 26,933 25,390 
Support services 81/5605 36,142 
General and administrative 9,920 7250 
Reorganization charges 6 2,508 20,412 
Income and capital taxes 1587 91/ 
392,804 418,322 
208,270 243,348 
Operating funding from the 
Government of Canada 224,520 255,779 
Results before items not requiring operating 
funding from the Government of Canada 16250 12781 
Amortization 42,566 38,509 
Write-down of properties 5 33,766 - 
Reorganization charges to be funded in 
subsequent years 6 10,015 ~ 
Net results $ (70,097) $ (26,078) 


Statement of reconciliation to operating funding 
from the Government of Canada 


(in thousands) 


| 
Net results $ (70,097) $ (26,078) 
Items not requiring (providing) operating funds: 
Amortization and gains on properties 43,064 SS) 23 
Write-down of properties 59700 - 
Reorganization charges to be funded in subsequent years 10,015 — 
Network restructuring and reorganization charges recovery (CUS. 3) (S023) 
70,108 26, 100 
Operating funding surplus for the year $ 11 $ 22 


See accompanying notes to financial statements 


Financial Statements 


Year ended December 31 


Statement of contributed surplus 


(in thousands) 


Balance at begining of year $ 683,064 $ 682,559 
Capital funding from the Government of Canada 20,672 39,628 
Transfer to deficit: 
Non-cash transactions on properties (1994: $ 50,169) (76,830) (39,123) 
Balance, end of year $ 626,906 $ 683,064 
Statement of deficit 
(in thousands) 
Balance, beginning of year $ 51,911 $ 64,956 
Net results 70,097 26,078 
Transfer from contributed surplus: 
Non-cash transactions on properties (1994: $50,169) (76,830) (39,123) 
Balance, end of year PROS $ 51,911 


See accompanying notes to financial statements. 


Financial 8S tate niremins 


Year ended December 31 


Statement of changes in financial position 


(in thousands) 


Cash provided by (used in) operating activities 

Net results 

Non-cash charges (credits) to operations: 
Amortization of properties 
Gains on write-off, retirement and disposal of properties 
Amortization of investment tax credits 

Write-down of properties 

Gain on sale of investment 

Changes in non-cash working capital 

Network restructuring and reorganization charges 


Other long-term liabilities 


Cash provided by (used in) financing activities 
Capital funding from the Government of Canada 


Receivable from the Government of Canada 


Cash provided by (used in) investment activities 
Asset renewal fund 

Acquisition of properties 

Advances on contracts 

Proceeds from sale of investment 


Proceeds from sale of properties 


Accounts payable and accrued liabilities related to properties 


Cash and term deposits 
Increase during the year 
Balance, beginning of year 


Balance, end of year 
Represented by: 


Cash 


Term deposits, 3.1 %, maturing in January, 1997 


See accompanying notes to financial statements. 


1996 1995 


$ (70,097) $ (26,078) 
43,790 41,411 
(726) (2,288) 
(498) (614) 
33,766 = 
(6,856) - 
(6,219) 9,332 
5,420 (25,346) 
(847) 2,163 
(2,267) (1,420) 
20,672 39,628 
20,828 (12,376) 
41,500 27,252 
(11,986) (10,554) 
(20,672) (39,628) 
3,581 12210 
8,857 2 
1,886 7,482 
(13,291) 5,507 
(31,625) (24,982) 
7,608 850 
9,256 8,406 
$ 16,864 $ 9,256 
$ 259 $ (3,331) 
16,605 12,587 
$ 16,864 $ 9,256 


Notes to Financial Statements 


as at December 31, 1996 


1. Authority and objectives 

VIA Rail Canada Inc., is a Crown corporation named in Part I of Schedule III to the Financial 
Administration Act. It was incorporated in 1977, under the Canada Business Corporations Act. The 
Corporation’s vision is to be the best passenger transportation company in Canada with a mission to 
provide high-quality, low-cost passenger service. The Corporation uses the roadway infrastructure of 


other railway companies, which also assure the control of train operations. 


The Corporation is not an agent of Her Majesty, and is subject to the Income Tax Act (Canada) and 
those of certain provinces. 


2. Accounting policies 
These financial statements have been prepared by management in accordance with generally 
accepted accounting principles. The significant accounting policies followed by the Corporation 


are summarized as follows: 


EY Funding from the Government of Canada 
Operating funding, which pertains to services, activities and other undertakings of the 


Corporation for the management and operation of railway passenger services in Canada, is 


recorded in the statement of operations. The amounts are determined on the basis of operating 


costs less commercial revenues excluding non-cash transactions relating to properties, certain 
network restructuring and reorganization charges, and are based on the operating budget 
approved by the Government of Canada for each year. Operating results are reconciled to 
operating funding in the statement of reconciliation to operating funding from the 


Government of Canada. 


Funding to cover the costs of the network restructuring and reorganization charges is recorded 
as a recovery in the statement of operations in the year in which final settlements with or 


disbursements are made to employees or suppliers. 


Funding for capital expenditures is recorded as contributed surplus on an accrual basis. 


E Materials 


Materials are valued at weighted average cost. 


BE Properties 
Properties acquired from Canadian National Railway and Canadian Pacific Limited at the start 
of operations in 1978 were recorded at the net transfer values, while subsequent additions, 


including those acquired under capital leases, are recorded at cost. 


Notes’ to imanc als tare mae nits 


as at December 31, 1996 


The costs of refurbishing and rebuilding rolling stock and costs associated with other property 
upgrading are capitalized if they are incurred to improve the service value or extend the useful 


lives of the properties concerned; otherwise, costs are expensed as incurred. 


Retired assets are written down to their realizable value. 


@ Amortization of properties 
Amortization of properties is calculated on a straight-line basis at rates sufficient to write off the 


cost of properties, less their residual value, over their estimated useful lives, as follows: 


Rolling stock 12 to 29 years 
Maintenance buildings 25 years 
Stations and Facilities 20 years 
Infrastructure improvements 5 to 38 years 
Leasehold improvements 5 to 20 years 
Machinery and Equipment 4 to 15 years 
Information systems 3 years 
Other Assets 7 to 10 years 


No amortization is provided for projects in progress, advances on contracts in progress or 


retired assets. 


WG Leases 
Properties recorded under capital leases are amortized on a straight-line basis over 20 years, 


which is representative of their useful lives. 


Rental payments under operating leases are expensed as incurred. 


@ Income taxes 
Funding from the Government of Canada provided to the Corporation to cover operating costs 
is determined on the basis of current needs. For this reason, income taxes are accounted for 
on the taxes payable basis, as there is reasonable expectation that all taxes payable in future 
years will be included in the government-approved formula for reimbursement, and will be 


recoverable at that time. 


Notes to Financial Statements 


as at December 31, 1996 


Deferred credits 
Investment tax credits are amortized over the estimated useful lives of the related properties. 
The amortization of deferred investment tax credits is recorded as a reduction of the amortiza- 


tion of properties. Lease inducement credits are amortized over the term of the leases. 


EI Pension plans 
The Corporation has defined benefit pension plans, based on retirement age, compensation 


and length of service, covering all its permanent employees. 


The cost to the Corporation is determined by actuarial valuations which allocate to each year, 
the accrued portion of the benefits based on projections of employees’ compensation levels to 


the time of their retirement, prorated on employees’ years of service. 


Pension expense (Note 9) includes the cost of benefits attributable to services rendered during 
the current year, the amortization of any unfunded liability in respect of past services and the 
amortization of experience gains and losses. These amortizations are calculated on a straight- 


line basis over the expected average remaining service lives of the active employee groups. 


ME Employee termination and special benefits 
Employee termination and special benefits provided for under labour agreements and special 


programs are expensed in the year in which these costs are incurred. 


HB VIA PREFERENCE programs 
The incremental costs of providing travel awards under the Corporation's VIA PREFERENCE 
frequent traveller reward program are accrued as the entitlements to such awards are earned 


and are included in accounts payable and accrued liabilities. 


C§ Financial instruments 
Financial instruments consisting of cash and term deposits, accounts receivable, receivable from 
the Government of Canada, asset renewal fund and accounts payable and accrued liabilities are 


recorded at carrying value, which is equivalent to fair value. 


Notes totFimancialeStarénrents 


as at December 31, 1996 


3. Asset renewal fund 

The Corporation has been authorized by the Treasury Board of the Government of Canada to 
segregate proceeds from the sale or lease of surplus assets as well as the operating savings resulting 
from the rationalization of its maintenance activities, in a manner which ensures that these funds 


are retained for future capital projects. 


The average rate of return on the banker's acceptance and bearers discount notes is 3.1 % with 


maturity dates in January 1997. 


4. Investment 

Railroad Association Insurance, Ltd. (R.A.I.L.), an excess liability insurance company in which the 
Corporation had a 4.61% interest, was sold on October 3, 1996. The proceeds from sale of this 
investment were $8.9 million, resulting in a realized gain on sale of $6.9 million included in other 
revenue, with an additional contingent gain of up to $0.5 million depending on past and future 
paid claims experience to be settled on October 3, 2001. 


Ds leaneyoremaes 


(in millions of dollars) 


1996 1995 


ACCUMULATED WRITE- ACCUMULATED 

Cost AMORTIZATION NET DOWN Cost AMORTIZATION NET 
Land Se), - 3% J$) - 33 
Rolling stock 52726) 2INES SIP 18 2077 227.5 3022 
aintenance buildings 159.1 65.6 98/5 79 2185 83.5 134.8 
Stations and Facilities AYA 10.0 gel Dif 8.7 18.5 
nfrastructure improvement 92.7 24.3 68.4 3.9 94.7 2578 AT 
Leasehold improvements 86.0 49.7 368 Wee 86.0 46.0 40.0 
achinery and Equipment 207] 16.6 91 es 30.7 1972 TES 
nformation systems 76.2 69.8 6.4 72e 68.0 4.3 
Other assets 20.8 195 125 211 1877 2.4 
1013.6 466.6 547.0 33.8 1,083.3 494.9 588.4 
Projects in progress 9,5 45.3 
Advances on contracts in progress 12 4.8 
Retired assets (at realizable value) ANH NS) 
579.4 641.0 


/ 


On December 31, 1996, the gross value of assets under capital leases included above was 


$5.8 million (1995: $5.9 million) and related accumulated amortization thereon, amounted to 
$4.1 million (1995: $3.9 million). 


Projects in progress primarily consist of station improvements and equipment. 
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Notes to Financial Statements 


as at December 31, 1996 


The Corporation retired 20 LRC locomotives as they became surplus to the long-term fleet plan 


requirements. 


The Halifax and Toronto Maintenance Centres were written-down to their estimated market value 


as a result of the decision to rationalize the Maintenance Centre network. 


6. Network restructuring and reorganization charges 
The Corporation has incurred expenses related to approved plans for the restructuring of its trans- 


portation network on October 4, 1989 as well as subsequent reorganizations. 


As at December 31, 1996 a provision of $43.3 million (1995: $55.7 million), of which $28.2 million 
(1995: $22.7 million) is reflected as a long-term liability, has been recorded to provide for the on- 
going costs of severance payments and employment security benefits governed by labour agree- 


ments, special programmes and arbitration decisions which may extend over several years. 


7. Share capital 

The authorized share capital of the Corporation is comprised of an unlimited number of common 
shares of no par value. As at December 31, 1996 and 1995, 93,000 shares at $100 per share are 
issued and fully-paid. 


8. Commitments 
LY The future minimum payments relating to operating leases mainly for real estate and computer 
equipment are as follows: 


(in millions of dollars) 


1997 12.9 
1998 915 
1999 10.0 
2000 Lio 
2001 10.0 
Subsequent years up to 2034 74.4 

27s! 


E As at December 31, 1996, the Corporation has outstanding commitments amounting to $5.1 
million (1995: $21.6 million) consisting mainly of equipment related projects. 


G@ Effective January 1, 1989, the Corporation entered into a train service agreement and other 
agreements for the use of tracks and control of train operations. These agreements expire 
December 31, 2008. 


Notes to Fin aneral Ss tatement 


as at December 31, 1996 


9. Pension plans 

The latest actuarial valuations of the pension plans were carried out as at December 31, 1993, by 
external actuaries who are members of the Canadian Institute of Actuaries. Based on these valua- 
tions and actuarial projections made for 1994, 1995 and 1996, the accumulated plan benefits as at 
December 31, 1996 are $830.4 million. The net assets available to provide for these benefits at actu- 
arial adjusted market values as at that date amount to $899.7 million. 


Using the method identified in the pension plans accounting policy (Note 2 h), the pension 
expense for 1996 was $5.3 million (1995: $11.3 million) and included amortization of past service 


costs and experience gains and losses. 


10. Related party transactions 


In the normal course of business, transactions with other Crown corporations amounted to: 


(in millions of dollars) 1996 1995 


Revenue 0.9 8.6 
Operating expenses 12 62.3 
Capital expenditures - 24.5 


In addition to these related party transactions and those disclosed elsewhere in the financial state- 
ments, the Corporation is related in terms of common ownership to all Government of Canada 
created departments and agencies. The Corporation enters into transactions with these entities in 


the normal course of business on trade terms applicable to all individuals and enterprises. 


In 1996, the Government of Canada transferred thirty-one (31) station sites to the Corporation at 


their aggregate carrying value of one dollar. 
© (a / to) 


Notes to Financial Statements 


as at December 31, 1996 


NE Contingencies 
In the ordinary course of business, various claims and lawsuits have been brought against the 
Corporation, and it is the opinion of management that the settlement of these actions will not 


result in any material liabilities to the Corporation beyond any amounts already provided. 


12. Comparative figures 


Certain comparative figures have been reclassified to conform with the presentation adopted in 1996. 


COLD OG ter Dameron 


as at December 31, 1996 


VIA Office Locations Board of Directors 
Francine Chad Smith, Regina, Saskatchewan 
Headquarters and Quebec 
2 Place Ville-Marie Anthony Friend, Calgary, Alberta 
Montreal, Quebec Stan Hagen, Courtenay, British Columbia 
H3B 209 | . 
& (514) 871-6000 Terry W. lvany, President and Chief Executive Officer, Montreal, Quebec 
RT ae Morris Kaufman, Winnipeg, Manitoba | 
P.O. Box 8116, Station A Yvon LeBlanc, Bouctouche, New Brunswick 
Metical eh: Marc LeFrançois, Chairman of the Board, Montreal, Quebec 
H3C 3N3 


Jeffery Lyons, Q.C., Toronto, Ontario 
Hugh K. Smith, Q.C., Halifax, Nova Scotia 


Atlantic 

1161 Hollis Street 
Halifax, Nova Scotia 
B3H 2P6 

@ (902) 494-7900 


Officers 

Ontari 

La Marc LeFrancois, Chairman of the Board 

55 York Street 

Suite 1300 Terry W. lvany, President and Chief Executive Officer 

ae Paul Côté, Vice-President, Public Affairs and Human Resources 

ee Michael Gushue, Vice-President, Customer Services and Government Relations 
Christena Keon Sirsly, Vice-President, Marketing and Information Services 

West Carole Mackaay, General Counsel and Corporate Secretary 


104-123 Main Street 


Winnipeg, Manitoba ; : ; F weer 
R3C 1A3 Richard McConnell, Vice-President, Education and Organizational Enhancement 


& (204) 949-7400 J. Roger Paquette, Vice-President, Planning and Finance, and Treasurer 


John Marginson, Vice-President, Equipment Maintenance 


1150 Station Street 
Vancouver, B.C. 


ee 640-3700 Committees of the Board 
Executive Committee Investment Committee 
Marc LeFrançois, Chairman jeffery Lyons, Q.C., Chairman 
Terry W. lvany Anthony Friend 
Hugh K. Smith, Q.C. Yvon LeBlanc 


Francine Chad Smith 


Human and Financial 


Resources Committee , | Audit Committee 


Stan Hagen, Chairman Hugh K. Smith, Q.C., Chairman 
Anthony Friend Anthony Friend 

Morris Kaufman Stan Hagen 

Yvon LeBlanc Morris Kaufman 


Francine Chad Smith 
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